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Progress of the Struggle/'in 
the Tennessee Valley 


THE general reaction of the public in respect to the New Dealers’ 

power program is significant and worth serious study, in the 

opinion of the author, as it represents a division of opinion that 

will probably be met with elsewhere if the principle of TVA 

expands—Consideration of the effectiveness or failure of certain 
methods of directing public sentiment. 


By PAUL SEVERANCE 


tious TVA that swept into the 
Tennessee valley some twenty 
months ago with the enthusiastic 
gusto so typical of young adventure, 
must retard the measure of its seven- 
league stride and content itself with 
more cautious progress. Hemmed 
about by technicalities, hampered by 
delays, challenged by court injunc- 
tions that strike at the very heart of 
its existence, there is no denying the 
seriousness of obstructions that block- 
ade the path of this Federal power 
experiment. 
Yet in fair consideration of the 
hopes of those who would welcome 


[’ seems inevitable that the ambi- 


TVA defeat it is well to voice the 
warning that there is little to be gained 
by overestimating the importance of 
these temporary victories. The fight, 
unquestionably, has just begun. And 
the philosophies that support the grim 
determinations of the contending fac- 
tions are so widely different there can 
be little hope of compromise. Con- 
cessions may be made in the name of 
practical economy, but where ground 
is given it will be conceded grudging- 
ly and because the penalty for pro- 
longed resistance is more costly than 
the values that are sacrificed. 

In the face of this it is obviously 
wise to observe this contest in the 
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valley with all possible freedom from 
the emotional bias that distorts one’s 
views. Despite the bitterness and the 
sentiment that many feel toward the 
intrusion of this frankly socialistic 
program it must be admitted that 
there are many principles included in 
the plan which have long been advo- 
cated by men high up in the utilities. 
And the social trend, whether wise 
or utterly fantastic, is also not to be 
ignored. 


HIS general position was support- 

ed in a measure by the inference 
of concessions included in the re- 
cent broadly publicized assertions of 
H. I. Harriman. It is given further 
emphasis by the frankly antisocialistic 
Wall Street Journal which suggests 
the danger of too great reliance upon 
the ultimate effectiveness of Supreme 
Court decisions and boldly recom- 
mends that utility interests direct their 
efforts to the proof that the highly 
laudatory “social benefits” can be best 
served without the wanton injury of 
private power undertakings. 

There are few, in fact, so utterly 
impractical as to expect the trustees 
of invested power millions to turn joy- 
ously communistic or join lugubrious- 
ly in the chanted requiem of their own 
demise. But times change swiftly and 
frequently demand the readjustment 
of one’s focus and the rapid jettison- 
ing of old standards; for while it may 
appear heroic to spike one’s colors to 
the masthead and defy: defeat, such 
simple tactics may be little more than 
the hallmark of a brave stupidity. The 
history of successful business has been 
conspicuously more adroit. 

It is not the purpose of this article 
to recommend a course for either fac- 


tion. It is an effort to present a 
brief review of the preliminary strug- 
gle in the Tennessee valley in the be- 
lief that the careful scrutiny of these 
problems may be well worth while. 
This contest, in its early stages, re- 
sulted in contrasting victories. Bir- 
mingham, on the one hand, defeated 
the proposal for a municipal power 
plant. Knoxville, headquarters for 
the TVA, voted emphatically for this 
program. Behind the scenes of these 
results it was claimed by advocates of 
the Federal power plan that the Bir- 
mingham defeat was the result of 
pernicious power propaganda. The 
counter charge was flung at Knoxville 
where the emotional enthusiasm for 
the TVA was said to have subverted 
reason—with the inevitable results. 


yy Knoxville negotiations began im- 
mediately for the purchase of the 
local distribution facilities of the Ten- 
nessee Public Service Company, the 
privately owned utility that supplies 
that section. Months were consumed 
in the securing of proxies and in 
reaching an agreement on valuations. 
The proposal ultimately accepted and 
approved by 92 per cent of the bond- 
holders and practically all holders of 
preferred stock shares, provided for 
reimbursement of all capital actually 
invested—to be paid for at the price 
of issuance. Common stock holdings, 
not supported by a tangible investment 
and thereby classified as “mark-up” 
or “watered,” were to be ignored. 
On its face this appeared to be a 
fairly equitable adjustment. It would 
net preferred stockholders approx- 
imately $97 a share regardless of the 
fact that market quotations had gone 
below $20. But to pass quick judg- 
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ment on the equity of an agreement 
of this character is apt to ignore 
important underlying fundamentals. 
It can scarcely: be denied that a defi- 
nite influence of duress existed in 
placing a utility in a position where 
it must either sell its holdings, even 
at an equitable valuation, or face ruin- 
ous competition that must lead to 
bankruptcy. On the other hand, there 
is the contention that as progress out- 
modes older methods and new effi- 
ciency and economy is made possible 
to a greater number, particularly in 
respect to the utilization of such na- 
tional assets as the rivers, the unfor- 
tunate injury suffered by an isolated 
private interest must give way and 
accept defeat. 


B” to enter a discussion of these 
points leads only into the lab- 
yrinth of conflicting views. And in 
Knoxville this proposed sales contract 
was found acceptable to the Electric 
Bond and Share, holding unit for the 
local company. But on the verge of 
its confirmation protests were made in 
the name of a minority stockholder 
openly supported by fourteen sympa- 
thetic ice and coal concerns that see, 
or think they see, their own destruc- 
tion through the possible expansion of 
the principles of the TVA. 

This brought delays and protracted 
hearings before the state utility com- 
mission which ultimately approved the 
sale as “consistent with the public wel- 


fare” but passed contested legal phases 
for the courts to answer. 

This was followed by immediate 
injunctions and still more delays, 
while in the meantime the option date 
of sale expired. A thoroughly indig- 
nant municipality at once announced 
that “the deal was off” and began its 
preparations for a loan and grant to 
the amount of $2,600,000 from the 
PWA. This was to be used in the 
prompt construction of a competitive 
municipal system that would receive 
its power from Norris dam, and as 
its eager advocates estimated that each 
day’s delay cost the citizens $2,500 
that it was possible to save through 
TVA rate reductions, there was ap- 
parently every need for haste. 

This spirit of resentment also spread 
throughout the state with the result 
that a dozen bills were passed by the 
legislature legalizing various phases of 
codperative action between municipali- 
ties and the TVA and also brought 
about the virtual emasculation of the 
state utility commission. 


Bes building of a competing sys- 
tem is very plainly uneconomic. 
By dividing business it is highly prob- 
able that neither service could be 
profitably maintained. And with the 
popular sentiment so vigorously sup- 
porting the TVA it gives a dreary 
outlook for the Tennessee Public 
Service Company which would very 
probably see the value of its invest- 


e 


tion of the power industry is threatened, but a successful 


q “It does not essentially follow that a tyrannical absorp- 


TVA will mean the inevitable application of new rate 
schedules and the entire readjustment of electrical genera- 


tion and distribution. 


Old rates are doomed.” 
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ments reduced to the current market 
price of junk. 

So the victory that was gained was 
a doubtful one. And with the begin- 
ning of construction of the municipal 
competing system more injunctions 
followed. To quote W. R. Lamar, 
general manager for the utility com- 
pany, “To sell our plant is one thing. 
To stand idly by and permit the un- 
lawful creation of destructive com- 
petition, is quite another.” So the 
matter rests in deadlock pending the 
ultimate decision of the court. 

Which side has gained would be 
difficult to answer. The utility has 
achieved delay. From the position 
of the preferred stockholder the 
chance for ultimate serious loss is 
grave. From the standpoint of the 
national contest and the eventual 
blockading of the Federal power pro- 
gram the possible sacrifice of the 
Knoxville holdings may be compar- 
atively insignificant. 

A somewhat similar situation exists 
in Chattanooga. There a bitter fight 
was fought in a municipal referendum 
designed to authorize the issuance of 
$8,000,000 in bonds for the “pur- 
chase or construction” of a municipal 
power distributing system which will 
buy its current from the TVA. The 
result of the vote was two and one 
half to one in support of the municipal 
project. Then the Tennessee Electric 
Power Company, serving this city, 
promptly announced that it will not 
sell its holdings but will continue to 
serve the section in the face of threat- 
ened competition. 


Pep ronmrs, in a case like that, is 
prone to be really no competition 
unless Commonwealth and Southern, 
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holding company for the Tennessee 
Electric, stands ready to finance an 
indefinite period of loss. The marked 
advantages of Federal financing for 
the municipal plant, the extremely 
low-cost TVA power, and the trend 
of public sentiment on a basis even 
of election ratios, leave the utility very 
obviously at a serious disadvantage. 
There is, of course, the possibility of 
the injection of politics and its accom- 
panying inefficiency into the operation 
of the city service, with the result 
that the long experience and efficiency 
of the Tennessee Electric may stand 
this company- well in hand. And here 
again there is the question of the pre- 
ferred stockholder. With a present 
market quotation on his stock at ap- 
proximately $40 he would receive, un- 
der the terms of a sales contract sim- 
ilar to that offered Knoxville, about 
$97 a share; this representing the 
amount of his original investment. 


. will perhaps be interesting and 
instructive to observe briefly some 
of the high lights of this Chattanooga 
fight and particularly the influence of 
the battle of publicity. The first clash 
of strength was directed to the fixing 
of the election date and whether poll 
tax would apply. Those supporting 
the municipal system were determined 
that the referendum should be held on 
the date of a general election. The 
significance of this was to secure the 
largest possible vote ostensibly for the 
purpose of defeating possible corrup- 
tion. Reference to the records sub- 
stantiated the fact that bond elections, 
no matter how important, seldom 
bring out the voters. By also making 
it unnecessary to present poll tax re- 
ceipts the same purpose was advanced 
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Need of Cool-headed Leadership 
ie gro there cam be-small virtue in a lack of courage to 
defend one’s interest it is equally absurd to permit one- 
self to be blinded by emotional hatreds. If there was ever a time 
when a giant industry needed a leadership endowed with cool and 
penetrating perception it is at this critical turning point. To 
appraise true value and avoid the harboring of false assurance, — 


the record of the contest in the Tennessee valley may be a 
helpful guide.” 





as many persons, under the present 
economic stress, might fail to cast 
their ballots if it imposed a penalty 
of $2. 


—— points were carried favor- 
ably to the supporters of the mu- 
nicipal plan and the battle began in 
earnest. The morning paper, little 
brother to the New York Times, 
fought valiantly for utility interests. 
Further supporting this, a “Citizens 
and Taxpayers” association was 
formed and a former utility publicity 
man placed in charge of press activ- 
ities. 

There were the usual exaggeration 
and emotional flamboyance, indulged 
in by both factions ; the over-emphasis 
of half truths, the distortion of facts, 
and flag-waving tactics shouting the 
advocacy of “Support the President!” 
—which, curiously enough, both sides 
resorted to, the “Taxpayers” associa- 
tion going so far as to flaunt the para- 


dox of a full-page advertisement urg- 
ing the voter to support the President 
by voting against the program of the 
TVA! 

Probably the most effective weapon 
employed in support of the utility in- 
terest was the hammering home of the 
threatening possibility that the float- 
ing of an eight million dollar bond 
issue would place an additional tax 
burden on the back of the already tax- 
ridden public As a matter of analysis 
there was scarcely the remotest pos- 
sibility for this fear since, by virtue 
of the terms of the TVA contract 
with the city, the schedule of rates 
must be sufficient to liquidate all 
obligations: retire the bonds, pay in- 
terest, taxes, allow for depreciation, 
etc. If the income should fail to meet 
this need—rates must be advanced. 


ut the cry of tax was strikingly 
effective. And while the after- 
noon paper repeatedly refuted this 
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claim the result was to spread un- 
certainty and confusion which un- 
doubtedly resulted in many a timid 
voter’s casting his ballot against the 
bonds where theoretically he was in 
favor of the general valley develop- 
ment. 


HERE were many bitter angles to 
the fight including the charge that 
the “Taxpayers” association was but 
a dummy organization, set up and 
financed by the utility; a charge that 
was not denied, and was very prob- 
ably true. Without definitely admit- 
ting this connection the general atti- 
tude of the utility sympathizers was 
that the devil must be fought with fire 
and that an emotional hysteria, utterly 
impractical, temporary, and ruinously 
socialistic, threatened to destroy the 
interests of invested millions, so that 
any policy of defense was justified. 
Another conspicuously unfortunate 
feature of the contest was the pur- 
chase of two fifty-dollar lots by over- 
zealous utility employees who lived 
beyond the city limits but who were 
anxious to qualify to vote. One lot 
was deeded to more than a hun- 
dred individuals, and another included 
two officials of the power company. 
When publicity was given to this 
matter Mr. Jo Conn Guild, president 
of Tennessee Electric, publicly re- 
quested all employees, who had thus 
qualified, not to cast their votes. But 
the damage had been done and the 
condemnation of public sentiment in 
resentment of such tactics served to 
intensify the determination to defeat 
the utility position. 


HIS general reaction of public 
sentiment is significant and worth 
while giving serious study to as it 


represents a division of opinion that 
will probably be met with elsewhere 
if the principle of the TVA expands, 
It may be divided broadly into three 
main classes. Supporting the utility 
interests are those conscientious con- 
servatives whose whole philosophy of 
economics and social progress is di- 
rectly opposite to the socialistic trend. 
These, in the south, are conspicuously 
a minority. 

Add to these, in the power picture, 
utility employees and officials, their 
friends, and business interests that 
thrive on utility patronage. While 
many of these may be conscientiously 
opposed to the program of the TVA, 
those who are not cannot be criticized 
for placing their support, through a 
sense of loyalty or because it was defi- 
nitely to their personal interests to 
hold their jobs, on the side of their 
benefactors. They proved a power- 
ful influence in the Chattanooga con- 
test. Still, human nature being what 
it is, the records at the TVA personnel 
headquarters show that a surprising 
number of utility employees have judi- 
ciously hedged their bets by applying 
confidentially for TVA employment. 

Also to be added to the ranks of 
those supporting the utility position is 
an impressive number of local poli- 
ticians. United States Senators and 
Congressmen, for the most part, have 
publicly declared their stands as for 
or against the administration pro- 


gram. 


Re this section most of the pres- 
ent elected Federal officeholders 
have secured their positions through 
preélection pledges of support for the 
TVA. But in the local political field 
tides flux and flow, and what might 
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be classified as the professional poli- 
tician is more or less disgruntled 
with this Federal agency chiefly be- 
cause of the ungratifying response to 
his continued efforts to shake the plum 
tree of political patronage. For the 
TVA has been conspicuously free 
-from political interference which has 
rendered it unique among the New 
Deal agencies that are operating in the 
valley. Its position, in this respect, 
is received with a puzzled incredulity 
but general approval has done much 
to extend its strength. 

The second group, which is of sur- 
prising size, is composed of middle- 
ground opinions ; persons who are un- 
certain, confused in their ideas, and 
champion one faction and then the 
other as they may come under the in- 
fluence of convincing arguments in 
support of each. The third, and by 
far the largest as supported by the re- 
sults of various referendums through- 
out the valley, is made up of those ele- 
ments of the population eager for 
change, discouraged by the long de- 
pression, many of them conscientious 
liberals in their thought, others in 
large numbers swayed by their admi- 
ration for the President and their con- 
fidence in the soundness of his plans. 

So the significance of results in this 
Chattanooga election is more than a 
measure of the strength of the ranks 


of those who support and of those 
who oppose the Tennessee valley pro- 
gram. It is conspicuously a test of 
the effectiveness or failure of previ- 
ously efficient methods of directing 
public sentiment. 


[’ would be asking too much to ex- 
pect that the general public reac- 
tion in the valley would be other than 
distinctly favorable tothe TVA. Yet 
here was a campaign, amply financed, 
supported by perhaps the stronger of 
the two local papers, aided by the 
ranks of ward politicians who confi- 
dently counted ward after ward as 
definitely “taken care of’’ only to learn 
that they had been joy-riding voters 
to the polls—to vote against them! In 
the face of the broader contest against 
the extension of the Federal power 
program and the possible annihilation 
of the utility holding company, results 
like this challenge the effectiveness of 
these old-style tactics when seriously 
faced by public sentiment that is 
aroused from its normal lethargy. 
Obviously this defensive mechan- 
ism in Chattanooga cut down the op- 
position majority. This is empha- 
sized by the record of a similar refer- 
endum in Memphis where results 
stood 18 to 1 in support of a munici- 
pal power plant. But in Memphis 
this overwhelming vote was made pos- 


e 


rc if the social fundamentals that underlie this Fed- 
eral power program are proved to be to the advantage of the 
greatest number, their gathering momentum will be like a 


rising tide that neither TVA nor Utility Canutes can halt 


with an imperious gesture. 


If this social reasoning is 


false, while its temporary imposition may infuct most 
serious financial injury yet its tenure must essentially be 


short-lived.” 
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sible by the fact that the local politi- 
cal machine “went down the line” for 
TVA. And this Memphis political 
organization is the strongest in the 
state, its usual stéam-roller tactics fre- 
quently piling up such staggering 
majorities that the destiny of state 
government lies largely in the hollow 
of its hand. 

In Jackson, Mississippi, the TVA 
lost its contest by the narrow margin 
of 790 votes. This defeat has been 
more or less counteracted by the fact 
that 21 north-Mississippi towns have 
collectively petitioned for TVA serv- 
ice. And in Georgia, outside the val- 
ley, the state legislature has adopted 
resolutions calling upon the state util- 
ity commission to take immediate 
steps to make Federal power available 
for thirty-odd towns now served by 
the Georgia Power Company. 


Bees most spectacularly effective 
victory against the TVA aggres- 
sion has been the widely heralded de- 
cision of Judge W. I. Grubb, in Bir- 
mingham. Here the action of the 
court restrained, as unconstitutional, 
the sale of Federal power other than 
as a mere salvage of surplus generat- 
ed in the furtherance of navigation, 
flood control, or national defense. It 
was the position of the court that the 
_ magnitude of the TVA power plan ob- 
viously indicates that the sale of pow- 
er is a primary object and beyond the 
constitutional rights of the Author- 
ity. 

This issue, while broad in its appli- 
cation, directly involved the purchase 
from the Alabama Power Company 
of its distributing facilities now serv- 
ing fourteen communities in north- 
ern Alabama. The price agreed up- 


on was approximately $2,200,000, 
Here, as in Knoxville, a small group 
of preferred stockholders, backed fi- 
nancially by coal and ice interests, at- 
tacked the sale. But here, officials of 
the Alabama Power Company imme- 
diately joined the ranks of the oppo- 
sition. They testified that they had 
not willingly agreed to sell, that the 
price was inadequate by nearly two 
million dollars, that they were losing 
some 10,000 active power customers 
for which they were receiving no just 
compensation. They explained that 
they consented to sell their properties 
because their only alternative was to 
face TVA competition which meant 
an average rate reduction of approxi- 
mately 40 per cent. 


N” only did this injunction in- 
terrupt the sale but it was im- 
mediately followed by other restrain- 
ing orders prohibiting the communi- 
ties from constructing competing sys- 
tems through the aid of grants or 
funds borrowed from the PWA. 

But at best the security of such 
victories is essentially temporary. 
The ultimate confirmation of the Su- 
preme Court is necessary before any 
genuine relief may be effective from 
this source. And regardless of the 
ultimate action of the higher courts 
the entire force of the decision of 
Judge Grubb may be effectively cir- 
cumvented by congressional extension 


_of the powers of the TVA through 


such amendments to the act as those 
proposed by Senator Norris and Rep- 
resentative McSwain. These too, in 
turn, may bring further legal contro- 
versy, but with sufficient popular and 
administration determination to find a 
way for generation and wholesale dis- 
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tribution of Federal power it is high- 
ly probable that constitutional restric- 
tions will impose no permanent block- 
ade. 

So in the Tennessee valley the tides 
of battle favor first one faction and 
then the other. The record of this 
local contest would be of relatively 
small importance were it not for the 
probability that this Federal program 
will be extended, either through the 
duplication of Authority set-ups, or 
the application of its yardstick meas- 
ure to the general power program of 
the United States. It does not essen- 
tially follow that a tyrannical absorp- 
tion of the power industry is threat- 
ened, but a successful TVA will mean 
the inevitable application of new rate 
schedules and the entire readjustment 
of electrical generation and distribu- 
tion. Old rates are doomed. In this 
the Authority has led the way in 
proving that drastic rate reductions 
are immediately followed by an ade- 
quate increase in consumption to jus- 
tify the lower schedule and also by the 
unprecedented sale of electrical ap- 
pliances. 


U is possible this trend might tend 
to relegate the privately owned 
utility to the field of distribution, the 
generation of power being taken over 
by huge chains of Federal dams, 
auxiliary to one another in the stor- 
age of reserve supplies that guarantee 
an uninterrupted year-around flow 
and peak capacity generation. 
Unpalatable as such possibilities 
may seem they are a threatening real- 
ity which it may be possible to tem- 


porize more surely through a reason- 
able codperation which commands in 
return an equal fairness and consid- 
eration, than by a sullen opposition 
that would bring complete disaster 
with defeat. For if the social funda- 
mentals that underlie this Federal 
power program are proved to be to 
the advantage of the greatest num- 
ber, their gathering momentum will 
be like a rising tide that neither TVA 
nor Utility Canutes can halt with an 
imperious gesture. If this social rea- 
soning is false, while its temporary 
imposition may inflict most serious 
financial injury yet its tenure must 
essentially be short-lived. 

There is a saying in the valley, 
handed down from the time when the 
Cherokees and Choctaws roamed 
these hills and before the harnessing 
of the idle powers of the mighty river 
had been dreamed of. It embraced 
its wisdom in a single terse predic- 
tion: “Thunder in the east brings 
rain.” 

And the rain of threatened change 
is on the valley, and upon the power 
industry of the nation. 

While there can be small virtue in 
a lack of courage to defend one’s in- 
terest, it is equally absurd to permit 
oneself to be blinded by emotional 
hatreds. If there was ever a time 
when a giant industry needed a lead- 
ership endowed with cool and pene- 
trating perception it is at this critical 
turning point. To appraise true val- 
ues and avoid the harboring of false 
assurance, the record of the contest in 
the Tennessee valley may be a helpful 
guide. 








The Tough Job of 
Regulating the Trucks 


Difficulty of the problem of handling this 

growing form of transportation illustrated by 

the experience of the Pennsylvania Public 
Service Commission. 


By W. Y. BLANNING 
DIRECTOR OF THE BUREAU OF PUBLIC CONVENIENCE 


wo years ago, there were 185 
persons or corporations holding 
certificates of public convenience 
from the public service commission of 
Pennsylvania, authorizing them to en- 
gage in transportation of property by 
truck as common carriers in intrastate 


commerce. Since that time, approx- 
imately 9,000 additional certificates 
have been issued, and 1,000 applica- 
tions for such certificates have been 
refused. 

The Public Service Company Law, 
enacted in 1913, gave to the public 
' service commission jurisdiction over 
certain specified classes of corpora- 
tions and over persons engaged for 
profit in the same line of business. 
It provided that no person or corpora- 
tion might begin thereafter to engage 
in those lines of business without first 
receiving a certificate of public con- 
venience from the commission. 

Among the specified classes of busi- 


ness were included all common carriers 
engaged in intrastate transportation in 
Pennsylvania. At the time the act 
was passed, the principal common 
carriers were railroads and _ street 
railway companies. A few persons 
who were engaged in local drayage 
service filed tariffs and complied with 
the other provisions of the law, but 
the majority of such persons paid no 
attention to the provisions of the law 
and no active steps were taken to en- 
force it in the case of common car- 
riers by motor trucks or by horse- 
drawn vehicles. 


| presenanasee about the year 1919, 
transportation by motor truck 
between nearby cities and from the 
larger cities to suburban communities 
began to develop. Applications were 
filed by some persons desiring to enter 
that service and some certificates were 
issued. 
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With the improvement in the char- 
acter of trucks and highways, truck- 
ing over long distances became profit- 
able and many persons began to en- 
gage in that service without securing 
certificates from the commission. A 
few complaints were filed against cer- 
_ tain of these truckers by the railroad 
companies, but there was no effective 
method of enforcing orders against 
individuals thus unlawfully engaged 
in this business. 

In 1929, a law was passed provid- 
ing for suspension of the driver's li- 
cense of any persons found to be un- 
lawfully engaged in common carrier 
trucking service, and also suspension 
of the registration of the motor ve- 
hicles. This provided an effective 
means of enforcing the commission’s 
order, but did not result in any serious 
interference with the growth of un- 
authorized trucking. The penalty 
could be imposed only after formal 
complaint and hearing. As there was 
no assurance that the result would be 
a corresponding increase in the reve- 
nues of the complainants, few com- 
plaints were filed. 


iy 1931, the business depression re- 
sulted in a great increase in the 
number of persons engaged in the 
trucking business, principally persons 
without financial responsibility operat- 
ing at low rates. The competition 
from these persons, coinciding with 
the reduction of total transportation, 
seriously affected the revenues of the 
railroad companies and the responsible 
trucking companies having certificates 
of public convenience, These author- 
ized carriers began to demand protec- 
tion from this competition which was 
not only unlawful, but was unfair, in 


that the unlawful trucker did not have 
the expenses of the authorized carrier 
(including insurance, which the com- 
mission required its certificate holders 
to carry) and did not have uniform 
or public rates. 


AN that time, the commission had 
adopted no general order provid- 
ing procedure or regulations particu- 
larly applying to operation of motor 
trucks. It had a general order provid- 
ing regulations affecting common car- 
riers by motor vehicle, but the general 
order was intended primarily to apply 
to the operation of taxicabs and buss- 
es. 

In December, 1932, the commission 
adopted a general order,’ providing 
regulations affecting only the opera- 
tion of common carriers of property 
by motor vehicle. This general order 
provided for certificates approving 
four classes of trucking: scheduled 
route service, local drayage service, 
long-distance truck-load shipments, 
and special classes of trucking. It 
outlined the procedure for handling 
applications for such certificates, re- 
quired that the certificate holders 
should carry insurance, and defined 
the rights of the holders of the vari- 
ous classes of certificates where no 
special provision was contained in the 
certificates. 


8 peers the adoption of this general 
order, it was not generally known 
that the approval of the commission 
was a prerequisite to the beginning of 
lawful common carrier trucking serv- 
ice. Announcement of the adoption 
of the order caused most truckers to 
believe that a new law had been en- 


1 General Order No. 29. 
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acted. Those truckers who had been 
operating with knowledge of, but 
without compliance with, the law in- 
terpreted the announcement as a warn- 
ing that preparations were being made 
to enforce strict compliance with the 
law. Immediately a stream of appli- 
cations for certificates began flowing 
into the offices of the commission. 

In order to avoid any serious dis- 
ruption of existing transportation and 
at the same time to bring under its 
control the rapidly growing business 
of motor transportation, the commis- 
sion announced that it would receive 
applications from persons unlawfully 
engaged in common carrier service 
providing such applications were filed 
before certain specified dates. The 
dead line for different sections of the 
state was fixed at different dates in 
order that the applications would 
arrive in a steady stream which could 
be conveniently handled. This pur- 
pose was not fully achieved: begin- 
ning with 75 applications per week, 
the number increased until 1,200 were 
received in the week before the final 
dead-line date. 


HE handling of these applications 
created an administrative prob- 
lem. The law provides that applica- 
tions can be approved only after the 
commission finds that such approval 
is necessary or proper for the service, 


q 


operating at low rates. 
sons 


e 


accommodation, or convenience of the 
public; a decision will be reversed by 
the courts on appeal if there is no 
evidence to support such finding. 
iy had been the practice of the com- 
mission to hold hearings on all ap- 
plications in order to receive evidence 
to meet the legal requirements. To 
have held hearings on all of the ap- 
plications received during that period 
would have required a staff of exam- 
iners which it was both financially 
and practically impossible to secure. 
The practice was then adopted of 
waiving hearings, unless protests were 
filed, on those applications where it 
was probable that a public necessity 
existed and no other carrier would be 
adversely affected. 

The rules of the commission pro- 
vided that all applicants should adver- 
tise the date of hearing in a local 
paper and serve a copy of the applica- 
tion on railroads and competing cer- 
tificated truckers. As the number of 
certificates increased, enforcement of 
this rule was found to be impractical, 
and the commission began to issue 
each week a list of all applications re- 
ceived, together with notice of the 
date when protests were due and the 
time and place of hearing, if any, a 
copy of this notice being sent to all 
railroad companies and authorized 
truckers. The sending of this notice 


“In 1931, the business depression resulted in a great in- 
crease in the number of persons engaged in the trucking 
business, principally persons without financial responsibility 
The competition from these per- 
seriously affected the revenues of the railroad 


companies and the responsible trucking companies having 
certificates of public convenience.” 
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removed the necessity for service of 
application by the applicant and in 
most cases the necessity for advertis- 
ing. These requirements no longer 
apply in the case of applications in- 
volving trucking service. 


Ks with the adoption of these 
expedients, it was found to be 
impossible to employ and train a staff 
sufficient to handle the applications, 
prepare certificates, and maintain rec- 
ords as fast as applications were re- 
ceived and action taken on them. It 
was not until the end of 1934 that 
all certificates were prepared and 
mailed immediately after the applica- 
tions were approved. The commis- 
sion requires that all such certificate 
holders shall carry insurance and file 
tariffs, but this requirement was not 
enforced until the certificate was actu- 
ally issued. 

The delay in issuing certificates 
caused some administrative difficul- 
ties, but there was no popular objec- 
tion or inconvenience because of it. 
However, it was found that when the 
certificates were issued many of the 
applicants had discontinued the busi- 
ness or found that the cost of insur- 
ance was disproportionate to the 
profits, and their certificates were can- 
celed. During the latter half of 1934, 
approximately fifty certificates were 
canceled each week because of failure 
of the parties to file evidence that they 
carried insurance. 

Considerable difficulty has been 
caused by the requirement that all 
such certificate holders shall file a 
tariff of their rates and charge only 
the rates contained in the tariff. The 
great majority of the smaller truckers 
and also a number of the more sub- 


stantial truckers, especially those en- 
gaged in household movings, had no 
fixed basis upon which they made 
charges and found considerable diffi- 
culty in devising a definite basis for 
such charges in the future. 


|, == have now been prepared 
and filed by practically all of the 
truckers and the requirement meets 
with general approval of the persons 
engaged in hauling general merchan- 
dise, although there is still some dis- 
satisfaction in connection with the 
charges for household movings and 
some irritation on the part of the 
smaller local draymen who find diffi- 
culty in following the procedure and 
preparing the form required by the 
rules of the commission. There is al- 
so considerable dissatisfaction caused 
by the fact that certificate holders are 
subject to competition from unlawful 
common carriers and from private car- 
riers who do not conform to any tariff 
rates and are able to underbid the au- 
thorized truckers because the rates of 
the latter are published and are fixed. 

The jurisdiction of the commission 
over the trucking industry is confined 
to regulation of persons or corpora- 
tions engaged in intrastate transporta- 
tion as common carriers, Beginning 
as soon as General Order No. 29 was 
adopted, the commission was deluged 
with requests from individual truck- 
ers for advice as to whether or not 
their operations constituted common 
carriage. The Pennsylvania courts 
had previously held that a trucker op- 
erating under contracts was a com- 
mon carrier if the facts were such 
as to indicate that he would contract 
with anybody who desired his services 
on terms satisfactory to him. 
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Loss of Business to Unauthorized Truckers 


66 ALTHOUGH both carriers and shippers are generally favorable 

to regulation of the trucking business, there is some dis- 

satisfaction with certain aspects of regulation under the present 

law. The principal complaint of authorized carriers is that the 

law, principally the requirement that rates be fixed and published, 

has caused them to lose business to unauthorized truckers, and 
that the law is not enforced against such competitors.” 





HE cemmission could not deter- 

mine, on the sole basis of an un- 
proven and frequently incomplete 
statement by a trucker, whether or 
not he was subject to its jurisdiction. 
It adopted the practice of advising 
them that it would not interfere with 
their business if it was confined to 
transportation for one or two persons 
under definite contracts of reasonably 
long terms, but transportation under 
any other conditions would be consid- 
ered to be prima facie common car- 
riage. This practice has resulted in 
a general impression that the number 
of contracts determines the status of 
a trucker as a common or a private 
carrier, an impression which seems 
to have met with general acceptance 
and approval. 

The fact that the commission has 
not assumed jurisdiction over the 
trucker hauling for only one or two 
persons under contract has not met 
with similar approval from the hold- 
ers of certificates. Frequently they 


lose their biggest customers to such 
truckers, who can cut their rates and 
are not required to bear the expense 
of insurance. This was foreseen by 
the commission as soon as General 
Order No. 29 was adopted, and it 
endorsed a bill in the legislature pro- 
viding for regulation of private car- 
riers. A private carrier, in Pennsyl- 
vania, is a carrier for hire who is not 
a common carrier: the term “con- 
tract carrier” has no legal significance. 


AN the same session of the legisla- 
ture, bills were introduced pro- 
viding for limitations on the size and 
weight of trucks, and for additional 
taxes on them. The interests oppos- 
ing these latter bills decided that it 
was good tactics to consolidate the 
opposition to all proposed legislation 
affecting the trucking industry; they 
were successful in their opposition, 
and the bill endorsed by the commis- 
sion was killed with the others. 

The commission had also endorsed 
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a bill giving it power to fix minimum 
rates for both private carriers and 
common carriers. This bill likewise 
failed to pass. At present, the com- 
mission has power to order a common 
carrier (or any other public service 
company) to reduce its rates if they 
- are unreasonably high, but has no 
power to prevent rate wars between 
competing carriers, or to prevent a 
carrier from reducing its rates to an 
unprofitable figure, even if such ac- 
tion is obviously taken for the pur- 
pose of driving a competitor out of 
business, 

Although both carriers and shippers 
are generally favorable to regulation 
of the trucking business, there is some 
dissatisfaction with certain aspects of 
regulation under the present law. The 
principal complaint of authorized car- 
riers is that the law, principally the 
requirement that rates be fixed and 
published, has caused them to lose 
business to unauthorized truckers, and 
that the law is not enforced against 
such competitors. This complaint 
does not come from operators over 
regular routes; most persons who 
were operating unlawfully in that 
kind of service have been driven out 
of business. 


) has been more difficult to provide 
protection against competition 
from the unauthorized truck-load op- 
erator whose business is confined to 
special trips. Before any penalty can 
be imposed on him, it is necessary to 
establish by evidence at a formal hear- 
ing that he is a common carrier. It 
is usually difficult to secure such evi- 
dence. Frequently the competitor is 
not a common carrier, but his com- 
petition is just as harmful to the 


authorized carrier as though he were. 

There has been dissatisfaction ex- 
pressed by a few shippers because au- 
thorized trucking service is not avail- 
able in emergencies to all parts of the 
state. This dissatisfaction would prob- 
ably be greater if the law were rigidly 
enforced and unauthorized service 
was not available. 

The reason that this authorized 
service is not always available is the 
impossibility of preparing a certificate 
which would permit such service in 
emergencies and would not permit un- 
restricted truck-load shipments to all 
parts of the state. It was known that 
many truckers were operating at un- 
remunerative rates and would take 
business from the established carriers 
by unfair competition if they were 
authorized to furnish the service. The 
failure of the legislature to give to 
the commission the power to fix mini- 
mum rates prevented the commission 
from authorizing emergency trucking 
service from each community to all 
parts of the state, and controlling the 
competition between such service and 
regular service by its control over 
rates. 


wre the flood of applications 
was being received, the only 
carriers in a position to protest any 
of them were the railroad companies, 
Railway Express Agency, and the 
small number of truckers holding cer- 


tificates. Nearly all of these truck- 
ers were engaged only in scheduled 
service over definite routes. 

A large number of applications 
were received from persons engaged 
in household movings, dump truck 
work, and other classes of transpor- 
tation in which the previously author- 
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ized carriers had no interest. Nearly 
all of these applicants desired the 
right to furnish irregular service on 
call between all parts of the state, 

The commission, from the begin- 
ning, adopted the policy of limiting 
such irregular trucking to service to 
persons in the community in which 
the trucker was located, the area be- 
ing a town, county, or other terri- 
tory, depending upon local conditions. 
Practically all applications for the 
right to furnish service within such 
communities were approved. Appli- 
cations for the right to furnish irregu- 
lar service from such communities to 
other points in the state were vigor- 
ously opposed by the railroads and 
other route operators. 

The public need for occasional 
trucking service of that kind was fre- 
quently established at the hearings, 
but no method was devised by which 
the right to furnish such service could 
not be used to provide unfair and de- 
structive competition with the more 
important railroad and _ scheduled 
route service. The commission adopt- 
ed many expedients for this purpose, 
issuing certificates authorizing such 
service, but placing in them limitations 
on the number of trips per month, 
the class of commodities, the points 
of destination, etc. 


N the certificates authorizing the 
moving of household goods, the 
commission adopted the policy of 


placing a limitation that the carrier 
could furnish this service in his home 
community and from that community 
to other points in the state and vice 
versa. In line with this policy, it 
refused certificates to Allied Vans, 
Greyhound Vans, and Aero-May- 
flower. Although this policy prevent- 
ed holders of certificates from con- 
tinuing their previous practice of se- 
curing return loads to points other 
than their home communities, it has 
met with general approval. 

In the case of dump truck opera- 
tors (who are engaged principally on 
road construction work), the commis- 
sion adopted a policy of limiting them 
to service in a few counties near 
their homes. Although this policy 
is favored by some truckers engaged 
in that business, it is vigorously op- 
posed by others. Many dump truck 
operators have friendly relations with 
contractors engaged in road building, 
who desire to use their services wher- 
ever they may secure contracts. This 
is impossible under the present prac- 
tice of the commission: the contrac- 
tors must employ local truckers. 
However, a removal of these terri- 
torial limitations is now being con- 
sidered. 

The greatest difficulty in regulating 
this class of work, however, is caused 
by the fact that many persons are en- 
gaged in it who are private carriers, 
and the difficulty of securing legal 


e 


pers because authorized trucking service is not available in 


q “THERE has been dissatisfaction expressed by a few ship- 


emergencies to all parts of the state. This dissatisfaction 


would probably be greater if the law were rigidly enforced 
and unauthorized service was not available.” 
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proof that others are common car- 
riers. 


HESE unauthorized truckers can 

underbid the established rates of 
the holders of certificates. Even if 
they are violating the law, the pro- 
_ cedure for establishing that fact and 
preventing them from performing the 
service takes so much time that the 
work is usually completed and the au- 
thorized trucker has lost the employ- 
ment, The threat of eventual punish- 
ment is not a deterrent, due to the 
fact that there is no regulation of 
private carriage, and the lack of defi- 
niteness in the line between private 
and common carriage. 

The regulation of trucking service 
over regular routes has caused less 
complications. When applications for 
such service were filed soon after the 
adoption of General Order No. 29, 
practically all of them were protested 
by the railroad companies if they in- 
volved transportation between points 
served by the railroads. However, 
the commission found that for short 
distances trucking service had become 
a public necessity and should be au- 
thorized even though it resulted in the 
loss of short haul L. C. L. business 
to the railroads. 


6 Biss determination of necessity 
for longer hauls has been com- 
plicated by the fact that refusal of 
permission to furnish trucking serv- 
ice over long distances between cities 
in Pennsylvania handicaps the Penn- 
sylvania manufacturers who compete 
in those cities with manufacturers 
from other states who have trucking 
service available to them because of 
the lack of regulation of interstate 


transportation. For instance, the com- 
mission has not approved any general 
trucking service from Pittsburgh to 
Philadelphia, holding that there is no 
necessity for the transportation of 
general merchandise between cities 
300 miles apart which have direct 
railroad connections; yet Pittsburgh 
receives trucking service from New 
York, and trucks from states to the 
West pass through Pittsburgh on 
their way to Philadelphia. 

It is a common practice in Penn- 
sylvania for milk companies to select 
a trucker to collect milk from the 
various farms and bring it to the milk 
plant, deducting the cost of the truck- 
ing from the price paid for the milk 
and paying such trucking charge di- 
rectly to the trucker. The commis- 
sion held that all such truckers were 
common carriers and subject to its 
jurisdiction. An appeal was taken 
from one such decision, and the ques- 
tion is now awaiting final determina- 
tion. 


HERE are other special classes of 

trucking which, being common 
carriage, are subject to the jurisdic- 
tion of the commission, but to which 
the ordinary regulations cannot rea- 
sonably be applied. These include the 
hauling of heavy steel girders, etc., 
to the places of construction, and the 
hauling of heavy machinery, for the 
placing of which the trucker must 
furnish men and equipment. Special 
regulations applying to such transpor- 
tation have been placed in each cer- 
tificate authorizing it. 

During the last two years, the com- 
mission has been concerned principal- 
ly with the problem of handling the 
large number of applications which 
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were received and in issuing certifi- 
cates which would provide for main- 
tenance of the status quo, so far as 
the law and the public interest would 
permit, while it studied the transpor- 
tation situation, and awaited some 
definite decision by Congress on the 
regulation of interstate commerce by 
truck. 


HE experience of the last two 

years would seem to indicate 
that the following conclusions may 
reasonably be made: 


1. Regulation of transportation of 
general merchandise between differ- 
ent communities for hire by truck, 
whether by common carriers or by 
so-called contract carriers, and to the 
same extent as regulation of rail- 
roads, is in the public interest. 


2. Such trucking should be regu- 
lated by the same body as regulates 
railroad transportation. 

3. The public interest in such trans- 
portation cannot be entirely protected 
unless there is also regulation of 
similar interstate trucking to points 
in the state. 


4. Certain regulations which should 
apply to such transportation, such as 
the requirement that rates be public 
and uniform, are not equally appli- 
cable to all classes of trucking. Such 
matters should be decided by the 
regulatory body, and should not be 
included in the statute. 

5. Excepting as affecting regula- 
tion of the use of the highways 
(which is not within the jurisdiction 
of the Pennsylvania commission, and 


is not considered in this article), it 
is doubtful that the public interest 
requires regulation af the trucking of 
farm products from farms to nearby 
markets, even by common carriers. 


6. There can be no effective regu- 
lation of transportation of road con- 
struction materials in dump trucks by 
common carriers unless there is sim- 
ilar regulation of such transportation 
by private, or by contract, carriers. 
(In Pennsylvania, where the great 
majority of all road construction 
work is done by the state depart- 
ment of highways, or by contractors 
employed by it, practically the same 
result could be reached without legis- 
lation if the department would per- 
mit transportation on its projects 
only by common carriers.) 

7. There is a need for irregular 
trucking service in emergencies be- 

‘tween all points in the state. Such 
service should be subject to the con- 
trol of the regulatory body. In or- 
der that such service may be permit- 
ted and confined to its proper sphere, 
the regulatory body should have pow- 
er to issue special permits on ex parte 
information, or preferably should 
have power to establish general con- 
ditions, including the fixing of mini- 
mum rates, under which such service 
should be furnished. 


These conclusions, however, do not 
represent the views of the Pennsylvan- 
ia Public Service Commission, which 
has not yet made any recommenda- 
tions for changes in the present law, 
or expressed any opinion as to the 
desirability of more or less regulation 
of the trucking business. 





“An early return to stable international exchanges would undoubtedly 
be a great stimulus to national and international recovery. However, 
I do not share the opinion that it would be either wise or practical for 
the United States to return to an absolutely fixed gold basis without a 
wery definite understanding with the other leading commercial nations 


of the world on this subject.” 


—R. S. Hecur, 


President, American Bankers Association. 
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The State Commissions Already 
Regulate Holding Companies 


Proponents of stringent Federal regulation labor 
under a misapprehension both as to the extent of 
state legislation on the subject and the exercise of 
authority by the state commissions over parent 
companies and their subsidiaries. 


By F. X. WELCH 


HERE is certainly one strange 
"[ cteractesiti that must be 

charged to that much abused, 
much discussed, and somewhat ficti- 
tious character, the Average Ameri- 
can Citizen. That is his persistent 
habit of expressing his annoyance 
with any particular situation by ex- 
claiming, “There ought to be a law 
against that!” This almost childlike 
faith in the power of statutory enact- 
ment to solve any and all problems 
refuses to be dissipated. It got us 
into the “noble experiment” of the 
Eighteenth Amendment, and it got us 
out of it via repeal legislation. It has 
been the proximate cause of cluttering 
up our statute books with more laws 
than we could ever hope to enforce. 
Of course, sometimes this solution 
works. Sometimes it doesn’t work. 
Sometimes it is quite unnecessary for 
the simple reason that there already 
is a “law,” frequently two or three 
laws, but it never seems to occur to 


many people to look up the records 
and see just what laws we have. 

Not long ago a smooth-tongued 
stock salesman sold a _ considerable 
amount of worthless securities in a 
Southern community and cleared out, 
leaving many good citizens holding 
the bag. It was amazing to see the 
number of letters to the newspaper 
editors in that city, signed by “Dis- 
gusted,” “Outraged,” and the ubiqui- 
tous “Pro Bono Publico,” calling in 
strong and indignant terms for the 
immediate passage of legislation to 
put an end to such rascality. All this 
—notwithstanding the fact that a 
criminal statute carrying severe penal- 
ties for the offense committed had 
been on the state law books for over 
twenty-five years! 


HESE introductory remarks are 
not intended to serve as an im- 
plication that the proposed Rayburn- 
Wheeler Bill to eliminate holding 
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companies is entirely unnecessary 
legislation. That some sort of Fed- 
eral legislation for holding compa- 
nies is both necessary and desirable 
has been admitted by the leading 
utility holding company executives 
themselves, and that ought to be pretty 
conclusive evidence on that particular 
point. The naturally widespread dis- 
cussion that has been stirred up as 
the result of the introduction in Con- 
gress of the Rayburn-Wheeler Bill 
reveals the surprising public accept- 
ance of the altogether fallacious be- 
lief that the states have made little 
or no attempt to regulate utility hold- 
ing companies. That this belief is 
entertained in high places is repeated- 
ly shown in the testimony on the 
Rayburn-Wheeler Bill taken by the 
House of Representatives Committee 
on Interstate and Foreign Commerce. 
As a typical instance, here is a brief 
passage from the testimony of a high- 
ly respected legal authority, widely 


tive control over stock ownership in utili- 
ties by holding companies and over trans- 
actions with affiliated companies. The 
effort has been made to go past the im- 
mediate holding company and to Filing and the 
lhe! of successive ownership. 
by the public service conutiosion 
ted with affiliated interests is then 
required. 

n Vermont there is an absolute prohibi- 
tion of stock ownership by holding compa- 
nies. Particular attention is directed to the 
provisions of the Massachusetts statute, as 
yet unconstrued. 

Many of the states, including some of 
those which have regulatory legislation ap- 
plicable to holding companies, still rely for 
their control chiefly upon indirect regulation 
through the operating company. Relief or 

uested rates sought by it are granted 
only on condition of observance of require- 
ments presented by the commission relat- 
ing to control by the parent company. 
While this method is effective in many cases, 
it has the disadvantage of indirection and 
the further drawback that ordinarily it can 
be applied only when the operating com- 
ny, is before the regulatory body seeking 
reli 

In twenty-five of the jurisdictions under 
consideration (which included the District 
of Columbia and all insular possessions— 
fifty-three in all) no provision whatsoever 
is made for control of holding companies. 


uT even the Federal Trade Com- 
mission’s study does not tell the 


known and recognized in regulatory whole story by reason of the fact that 
circles : it was apparently based on state statu- 
Tue Cuamman (Mr. Rayburn): The tory law available for the commis- 


states have not done a lot about controlling 


holding companies, have they? sion’s examination during the first 


Witness: No. Only two or three of 


half of 1934. However, the move- 


them or three or four of them have passed ment towards state laws for the regu- 
laws granting to their commissions the Jation of holding companies is, for 


power to regulate transactions between 


holding companies and their subsidiaries; obvious reasons, of fairly recent orig- 
Alabama and Wisconsin are among those. in although many of the state com- 
F the witness quoted above had missions have been advocating such 
looked into the Report of the Fed- laws for a number of years. It takes 
eral Trade Commission (No. 69-A) some little time for these recom- 
on its utility investigation, submitted mendations to generate sufficient mo- 
to the Senate September 15, 1934, he mentum in the state legislatures to re- 
would have found, beginning on page ult in statutory enactments. Every- 
198 of that document, a fairly detailed one understands this. Now what are 
study of state statutory law on this the facts? Here is a brief survey of 
subject, summed up in part as follows: the extent of state regulation over in- 


Statutes recently enacted by some of the 


tercorporate relations of public utility 


states have gone far toward affording effec- companies as of May 1, 1935: 
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Regulatory commissions in twenty- 
six states, comprising approximately 
70 per cent of the population of the 
United States, now have legislative 
authority (largely enacted within the 
last five years) to exercise a substan- 
tial degree of control over intercor- 
porate relations between operating 
utilities and holding companies or af- 
filiated interests. 

Forty-seven states (Delaware being 
the exception) and the District of 
Columbia have regulatory commis- 
sions, but five of these commissions 
have no jurisdiction over electric and 
gas utilities, the regulation of which 
is left to the municipalities. 


HESE five states are Florida, 

Iowa, Minnesota, Mississippi and 
South Dakota, which, with Delaware, 
have a combined population of 9,- 
666,000, or less than 8 per cent of the 
1934 estimated population of conti- 
nental United States (126,425,000). 
The Colorado commission has limited 
jurisdiction over electric and gas util- 
ities, but most of the regulation is 
by municipalities under “home rule.” 
The Texas commission has only limit- 
ed jurisdiction over gas utilities, and 
the Nebraska commission has jurisdic- 
tion only over electric utilities. (All 
of these eight commissions, as well as 
those of all other states, also exercise 
certain jurisdiction over transporta- 


tion facilities and other forms of pub- 
lic service. ) 

In general, most of the commissions 
have authority to supervise all con- 
tracts between two or more utilities 
or between a utility and any affiliated 
interest. An “affiliated interest” is 
specifically defined in many instances, 
generally being designated as any per- 
son, corporation, etc., holding a stated 
percentage of the voting stock of the 
operating utility. This specified hold- 
ing varies from 5 per cent to 25 per 
cent, but many of the states specify 
10 per cent. The acquisition of the 
stock of any utility by another utility 
is subject to the approval of the com- 
mission in most jurisdictions. 


IKEWISE, the sale, lease, merger, 
consolidation, or mortgage of op- 
erating utility property must first be 
approved by the commission. All se- 
curity issues by an operating utility 
are subject to commission approval in 
nearly all (thirty-one) states.. So- 
called “upstream loans” are specifi- 
cally controlled in fourteen states, and 
inferentially controlled in several 
others. Ina few states the payment 
of dividends by an operating utility 
is under supervision of the commis- 
sion, and the use of depreciation re- 
serves is controlled in twenty-three 
jurisdictions. 
Oregon and Washington even exer- 


e 


approximately 70 per cent of the population of the United 


q “REGULATORY Commissions in twenty-six states, comprising 


States, now have legislative authority (largely enacted 
within the last five years) to exercise a substantial degree 
of control over intercorporate relations between operating 
utilities and holding companies or affiliated interests.” 
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Jurisdiction Exercised by State Regulatory Commissions in 
Regulation of Relations between Electric and 
Gas Utilities and Holding Companies 


Commission approval required for 
Acquisition 
Newlaw _Inter- of utility Affiliate Upstream Security 
corporate stockby Sale of defined loans issues 
contracts autility property % regulated regulated 
x x x (5) x x 
x x x 
Arkansas x x x (25) 
California x x x 
Colorado (Limited jurisdiction; regulation largely “home rule.”) 
Connecticut (New regulatory law pending, June 1, 1935.) 


x (10) 
x (10) 
x (10) 


Massachusetts 
Michigan 


Nebraska (Elec.) ... 
Nevada 

New Hampshire .... 
New Jersey 

New Mexico 

New York 

North Carolina 
North Dakota 

Ohio 


x (5) 

x (10) 
Rhode Island 
South Carolina x x 
Tennessee x 
Texas (Gas) (Limited jurisdiction; regulation largely “home rule.”) 
Utah 3 

filed * x (25) 
Virginia x (10) 
Washington x (5) 
West Virginia : x 
Wisconsin x x (5) x 
Wyoming 
(Delaware, Florida, Iowa, Minnesota, Mississippi, and South Dakota have no jurisdiction 
over gas and electric utilities. ) 


*In addition to controlling purchases of utility stock by another utility, the acquisition of 
utility stock by any corporation in excess of 10% requires consent of the commission. 
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STATE COMMISSIONS REGULATE HOLDING COMPANIES 


cise control over budget expenditures 
by utilities, the commissions being 
given legislative authority to reject or 
modify any proposed expenditure set 
up in the annual budget. 

In probably every one of the forty- 
two states where the state exercises 
jurisdiction over rates of gas or elec- 
tric companies, the general powers of 
the commission under the prevailing 
weight of authority (as reported in 
case law) would doubtless include the 
power to regulate contracts for serv- 
ices or other agreements between op- 
erating utilities and corporate affiliates 
which would result in a charge against 
the operating expenses of the operat- 
ing utility. This is accomplished 


simply by the refusal of the commis- 
sion to accept without question the 
terms of contracts calling for the pay- 
ment of sums by utility companies to 
corporate affiliates (or any one else 


for that matter) for services, supplies, 
etc., unless the services rendered or 
supplies furnished were, in the opin- 
ion of the commission, worth the price 
agreed upon. 


HERE such value is not shown 

the state commissions have on 
frequent occasions refused to permit 
the contract payment to be charged 
to operating expenses of the utility, 
or have reduced the same to an 
amount reasonably reflecting such 
value. Court and commission case 
law of this character has been noted 
in Alabama, California, District of 
Columbia, Indiana, Kansas, Maine, 
Maryland, Massachusetts, Montana, 
Nebraska, New Hampshire, New 
York, Ohio, Oklahoma, Oregon, 
Pennsylvania, South Carolina, Texas, 
Washington, Wisconsin, and in the 


Federal courts. Doubtless the same 
doctrine could and would be applied 
in any other jurisdiction where the 
commission has full rate regulatory 
powers, if that issue were presented 
for regulatory judgment. 

Aside from case law, however, our 
survey of the statutory law of these 
states controlling gas and electric util- 
ities (as shown upon the chart accom- 
panying this article) indicates that the 
legislatures of such states have been 
active during the last five years in en- 
acting laws designed to regulate the 
intercorporate relations of utilities, 
especially with respect to the control 
of these utilities by the so-called hold- 
ing companies. 


N the second column of the outline 

chart are listed nineteen states 
where statutes expressly provide for 
control by the regulatory commissions 
of contracts between utility companies 
and corporate affiliates. This includes 
contracts under which managerial, con- 
struction, engineering, or other serv- 
ices are performed for the operating 
utility by a holding company or af- 
filiated corporation in return for fees 
or other compensation to be paid by 
the operating utility. Such statutes 
commonly require the filing of such 
contracts with the state commissions 
which are thereupon given continuing 
jurisdiction to investigate and deter- 
mine the reasonableness of such agree- 
ments in the public interest. They 
also generally give the commission 
continuing jurisdiction over any affil- 
iated company to the extent necessary 
to require the production of evidence 
concerning the reasonableness of their 
contractual relations with operating 
utilities. What constitutes an “affil- 
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State Commissions Not Asleep 


“|. . the state commissions are already regulating 
holding company relations with operating utilities. 

the state commissions have not been callous 
to the need of holding company regulation, but on 
the contrary have been invariably sensitive to the 
changing requirements of effective regulation of 


public service 


in the mass of discussion 


about Federal action in the matter, let it not be said 
that the state commissioners are asleep at the switch.” 





iated” corporation has been expressly 
defined in thirteen states, as shown in 
the fifth column of the outline. 

Somewhat related to the statutory 
requirement for filing and regulating 
contracts between utilities and their 
corporate affiliates are those statutory 
provisions which give the commission 
jurisdiction over financial agreements 
between utilities and their affiliates. 
This would, of course, include the 
power to regulate the so-called “up- 
stream loan” from subsidiary utilities 
to parent companies. The provision 
for the regulation of financial trans- 
actions is likewise commonly in the 
form of a requirement that such trans- 
actions be filed with the commission 
and be subject to its continuing super- 
vision. 


A UNIFORM system of accounting 
prevails in practically every state 
which exercises regulatory control of 
electric and gas utilities through a 


state commission. Such a uniform 
system was adopted several years ago 
by the National Association of Rail- 
road and Utilities Commissioners and 
is in general use. Accounting prac- 
tices are regulated in thirty-six states. 


Statutory restrictions against the 
sale of utility property except by con- 
sent of the regulatory commission 
commonly extends also to the pur- 
chase of utility property unless so al- 
lowed. Thus, in West Virginia, the 
new statute provides: 


Unless the consent and approval of the 
public service commission is first obtained 
- no public utility . . . may pur- 
chase, lease, or in any other manner ac- 
quire control, direct or indirect, over the 
franchises, leases, permits, plants, equip- 
ment, business or other property of any 
other utility and no public utility 
may assign, transfer, og: sell or otherwise 
dispose of its franchises, licenses, . . . 
In addition to the above statutory 
control over intercorporate transac- 
tions between operating utilities and 
their affiliates, it would appear from 
a study of case law that a somewhat 
different approach has been made to 


the same end in a few other states. 


| Maryland, a holding company in- 
directly controlling an operating 
utility was held to be a public utility 
subject to the state commission’s gen- 
eral jurisdiction. Similar decisions 
have been noted in Ohio, Oklahoma, 
and South Carolina where holding 
company control so dominated operat- 
ing utilities as to warrant a complete 
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disregard of the corporate fiction. In 
Michigan holding company domina- 
tion of an operating corporation has 
been held a violation of state corporate 
law, warranting a judgment of ouster 
and a disregard of the corporate en- 
tity as between the parent and sub- 
sidiary concern. 

And so it will be seen from the 
foregoing data that the state commis- 
sions are already regulating holding 
company relations with operating util- 
ities. Note well the first column of 
the chart which shows how such regu- 
latory laws were in most cases of 
recent origin. This legislation was 
obtained in nearly all instances as the 
result of repeated recommendations of 
the state regulatory commissions and 
anyone who has tried actively to get 
laws through.our state legislatures can 
appreciate that this represents quite a 
task. It clearly indicates that the state 
commissions have not been callous to 
the need of holding company regula- 


tion, but on the contrary have been 
invariably sensitive to the changing 
requirements of effective regulation of 
public service. 


HETHER over and above this 

state regulation, Federal regula- 
tion of holding companies (such as 
that proposed in the Rayburn-Wheeler 
Bill, or suggested amendments there- 
to, or substitutes therefor) is neces- 
sary is a matter for the Congress of 
the United States to decide. On the 
strength of recommendations made by 
the National Association of Railroad 
and Utilities Commissioners, some 
form of supplemental Federal regula- 
tion is undoubtedly desirable. But in 
the mass of discussion about Federal 
action in the matter, let it not be said 
that the state commissioners are asleep 
at the switch. State commissions can 
and do regulate holding companies. 
They have done so before Federal leg- 
islation was even considered. 





Facts Worth Noting 


Honpvuras now owns and operates all telegraph, telephone, and other 
electrical communication services in the country. 


* 


A new dial telephone central office with a capacity of 4,000 telephone 
lines was recently cut into service in Leningrad, Russia. 


+ 


> 


Averace monthly rates based upon the typical telephone service 
supplied to domestic users in 74 Canadian cities during 1933 ranged 
from $2.17 to $3.12. ‘ 

Ir the 8,000,000 telegraph poles used to carry Western Union tele- 
grams between all points in the United States were laid end-to-end, the 


line of poles would extend across oceans and continents all the way 
around the world, and there still would be 15,000 miles of pole left over. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Wuu1am G. Troy 
State Senator, Rhode Island. 


The Columbia Record. 


Harotp L. Ickes 
PWA Administrator. 


Siras StRAWN 
Chicago Attorney. 


R. L. Durrus 
Writer. 


FRANKLIN D. ROOSEVELT 
President of the United States. 


IrvING FISHER 
Professor of Political Economy 
Yale University. 


A. Harry Moore 
U. S. Senator from New Jersey. 


James M. Beck 
Former U. S. Representative from 
Pennsylvania. 


Henry M. Hart, Jr. 
Assistant Professor, Harvard 
Law School. 


—MONTAIGNE 


“I pledge my word that no public utility need have 
fear of any investigation we Democrats may make.” 
o 
“The main difficulty about cutting off the expenses of 
government is that practically all the expenses can vote.” 
Sa 
“It is more important in these times to preserve the 
morale of the people than it is to balance a set of books.” 
e 


“I am bold enough to make the assertion that I do 
not believe the book boys can draft a constitutional 
NRA.” 

* 


“Under the act creating the TVA that agency is 
authorized to . do almost anything except coin 
money and make war.” 


¥ 


“If we could make our financial history in the light 
of experience, certainly we would have none of this 
holding company business.” 


” 


“The proposed Banking Act of 1935 comes nearer 
to making the President an economic dictator than all: 
previous legislation put together.” 


¥ 


“Time was when business men considered all politicians: 
crooks; it would seem that politicians now have come: 
to the same conclusion about business men.” 


¥ 


“Thoughtful men may well be concerned, not only 
with clear violations of the constitutional limitations,. 
but with abandonment of its basic theories.” 


¥ 


“Neither one big socialized state nor a federated 
union of socialized states, it must be remembered, would. 
find it easy to dispense with a supreme judicial tribunal.” 
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Give Us Fool-proof Crossings 


Highway and railroad grades must be separated 
in spite of expense to avoid the shocking annual 
toll of killed and maimed at these danger spots. 


By JAMES BLAINE WALKER 


In the year 1934 there were 1,325 
persons killed in accidents at railroad 
grade crossings in the United States. 
In 1933 there were 1,511 persons 
killed in similar accidents. 

In the same years there were 4,104 
persons injured in 1934 and 3,697 
persons injured in 1933. The injuries 
were more or less serious. 


* 
Co. 1,300 to 1,500 people— 


men, women, and children. 

They are enough to form a re- 
spectable village. In fact, there are 
many happy villages in this country to- 
day with no greater population. It is 
from such villages that we grow cities. 
Many of our cities today were villages 
yesterday. 

Yet every year, in spite of our 
boasted civilization, we are wiping 
out one of such potential villages by 
a needless sacrifice of human life in 
accidents at grade crossings of rail- 
roads and highways. Why? Because 
our government, Federal, state, and 
municipal, has not been able to cope 
with the problem. The machine age 


has outstripped the government. It 
is about time for the government to 
catch up. 

The figures given above are from 
the official reports of the Interstate 
Commerce Commission, which has 
worked for many years in harmony 
with the several state commissions to 
prevent accidents at grade crossings. 

How are we going to stop this 
appalling loss of life? 

There is only one sure way, and 
that is to separate the grades so that 
highway traffic may pass over or un- 
der the railroads at intersections. As 
long as present conditions continue, 
the careless motorist will continue to 
try to “beat” the railroad train to a 
crossing or will attempt to cross with- 
out taking the precaution to “stop, 
look, and listen.” As we cannnot 
legislate effectively against careless- 
ness, the only thing to do is to pro- 
vide a “fool-proof” crossing, either 
over or under the railroad, so that 
there will be no possibility of the 
motorist meeting the railroad train at 
grade. 
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I pO not mean to say that the Fed- 
eral and state governments have 
been derelict in their duty in this re- 
spect. On the contrary for the last 
quarter of a century both have exerted 
their best efforts to provide relief. 
But in that time the automobile has 
been developed and come into general 
use, with the result that, while maybe 
one hundred horse-drawn vehicles 
passed over a given crossing twenty- 
five years ago in one day, there are 
now thousands of automobiles using 
the same crossing today. To accom- 
modate the automobile traffic many 
new highways have been built, and 
these highways have increased the 
number of grade crossings, in spite 
of the efforts of the states to eliminate 
such crossings. The situation was 
very well described in a recent letter 
written to the editor of The Forum 
by J. L. Eysmans, vice president and 
assistant to the president of the Penn- 
sylvania Railroad, in which he says: 
So rapid has been the progress of high- 
way construction that new grade crossings 
have been made through the building of 
new highways faster than the old crossings 
could be eliminated, notwithstanding the 
expenditure of millions of dollars in the last 
few years on separating grades. 

On this account Mr. Eysmans be- 
lieves that the grade crossing problem 
has gone beyond the ability and re- 
sources of the states and the railroads, 
and that if effective action is taken 
the Federal government must come 
to their aid. I think he is right. To 
tackle this problem with any hope of 
success, the united efforts of the Fed- 
eral government, the states, and the 
railroads must be made. 


7 at this time the work of elim- 
inating grade crossings appeals 
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particularly to the Federal govern- 
ment, which is anxious to provide 
work for the unemployed. Every 
elimination project which can be un- 
dertaken would not only inure to the 
safety of automobile traffic on the 
highways of the country, but would 
be a work of permanent value in that 
it would increase the value of prop- 
erty near the crossings and tend to 
the improvement and beautification of 
the neighborhood. In addition it 
would contribute greatly to the relief 
work of the government. 

To an extent this was recognized 
by the Federal government in 1933 
when the National Recovery Act was 
passed by Congress. That act, in § 
204, authorizes the use of Federal 
funds in grade crossing eliminations 
undertaken by the states. Unfortu- 
nately the act provided that all Feder- 
al appropriations made for this pur- 
pose shall be made to the state high- 
way departments. In most of the 
states jurisdiction over grade cross- 
ing eliminations vests in the regula- 
tory commissions—railroad, public 
service or corporation commissions— 
and the highway departments have 
nothing to do with them. Such states, 
therefore, cannot get Federal appro- 
priations because the Recovery Act 
provides that they shall be made to 
the highway departments and not to 
the regulatory commissions. 


r. Leon G. Godley, member of 

the transit commission of the 
state of New York, called this situa- 
tion to the attention of the National 
Association of Railroad and Utilities 
Commissioners at its 1934 convention 
in Washington last November, in his 
capacity as chairman of the committee 





GIVE US FOOL-PROOF CROSSINGS 





To Stop Appalling Loss of Life 


6¢ As long as present conditions continue, the careless motorist 

will continue to try to ‘beat’ the railroad train to a cross- 
ing or will attempt to cross without taking the precaution to 
‘stop, look, and listen.’ As we cannot legislate effectively against 
carelessness, the only thing to do is to provide a ‘fool-proof’ 


crossing, 





on railroad grade crossings, elimina- 
tion and protection. On his motion 
the association adopted a resolution, 
asking Congress to amend the Nation- 
al Recovery Act so that Federal mon- 
eys appropriated for grade crossing 
eliminations may be expended by the 
regulatory commissions of the several 
states having such jurisdiction, as 
well as by the highway departments. 

In April, 1935, Congress passed 
the Work Relief law, appropriating 
$4,200,000,000 for public works. In 
allocating these funds the administra- 
tion set aside $800,000,000 to be ex- 
pended in the several states for elim- 
ination of railroad grade crossings 
under the supervision of the Secretary 
of Agriculture. As no change was 
made in the law providing for the 
expenditure of these funds by the 
highway departments of the states, ar- 
rangements are being made by some 
of the states to provide for their use 
by the public service or railroad com- 
missions authorized by law to elim- 
inate grade crossings. 


| omnes the elimination of grade 
crossings, the state commissions 
and the railroads have been working in 
harmony for the last twenty years to 
provide the best possible protection. 
Nineteen years ago a committee of the 
National Association of Railroad and 
Utilities Commissioners—then enti- 
tled the National Association of Rail- 
way Commissioners—met in Chicago 
with a committee of the American 
Railway Association to consider 
means of protection. The associa- 
tion committee was headed by Hon- 
orable Thomas Duncan, of Indiana, 
and the railroad committee by Mr. 
James A. McCrea, vice president and 
general manager of the Long Island 
Railroad. 


, ee joint committee meeting de- 


cided to recommend certain 
forms of crossing protection, which 
since have come into general use. It 
approved the black and white striped 
crossing gates; the approach warning 
signs to be erected in the highways 
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300 feet each side of a crossing; the 
use by flagmen of a white disc bear- 
ing the word STOP, instead of the 
meaningless and different colored 
flags previously in use; and that all 
lights displayed at night towards the 
highways should be red. These de- 
vices are now in use in almost every 
state in the Union. 

As I was a member of the associa- 
tion committee at that meeting, I re- 
member well the pains taken to arrive 
at correct results. For instance, there 
was a difference of opinion as to 
whether the crossing gates should be 
red, white, yellow, or some other color. 
To determine the question the com- 
mittee went out to one of the suburbs 
of Chicago and there viewed at a dis- 
tance crossing gates of different col- 
ors. It was found by actual test that 
the gates of white, with black diagon- 
al stripes, could be seen at a greater 
distance than any other color or com- 
bination of colors. Accordingly this 
coloring was approved by the joint 
committee and later adopted by the 
National Association and by the rail- 
roads. 


HE Interstate Commerce Commis- 
sion, representing the Federal 
government, and the regulatory com- 
missions and highway departments of 
the several states have done everything 
possible to bring about the elimination 


of dangerous grade crossings. Rail- 
road companies have codperated. 


|” crareeagg progress toward 
complete elimination has been 
retarded by financial considerations, 
Elimination work is expensive, and 
the states and the railroads have not 
been able to provide funds for all the 
work required to be done. That is 
the reason why both the states and 
the railroads have appealed to the 
Federal government for help. 

There are so many crossings to be 
eliminated that the states and rail- 
roads cannot finance the cost. 

In New York state, for example, 
the average cost for the last fifteen 
years was $72,000 per crossing. At 
present there are 237,000 grade cross- 
ings, of which only 30,800 have pro- 
tection in the form of gates, watch- 
men, or signals. The other 200,000 
or more remain potential death traps. 
Assuming that all these crossings 
could be eliminated at the same cost 
per crossing, it would require an ex- 
penditure of about $17,000,000,000 
to clean up the job. This is almost as 
much as the total official valuations 
of all the railroads in the country. 
Nevertheless in the interest of the pub- 
lic weal the work must be done, and 
it is up to the Federal government, 
the states, and the railroads to see that 
it is done. 





[ areuane in the public utility industry of the United States now 
amounts to miore than 17 per cent of the estimated invested wealth 
of the Nation. The country’s railroads represent more than 23 cent 
of such national wealth. The total capital investment in the utilities is 
conservatively placed at 20 billions of dollars and in the railroads it 
is estimated to exceed 26 billions of dollars. 

Thus approximately 40 per cent of the Nation’s invested wealth lies 
in two industries. No adequate or satisfactory estimate of the number 


of investors has been made al 


though investors in the utility industry 


alone are said to number more than 12,000,000. 
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—Connecticut Utility News. 
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Financial News and Comment 


By OWEN ELY 


Harnessing the “Quoddy” 
Tides—Can it Pay? 


ASSAGE of the Work Relief Bill 

has permitted the President to ap- 
propriate $10,000,000 for preliminary 
work on the project for harnessing the 
ocean tides off the coast of Maine, 
where due to the peculiar configura- 
tion of Fundy, Passamaquoddy, and 
Cobscook bays, giant tides, averaging 
about 184 feet, race to and fro. Dexter 
Cooper (brother of Hugh Cooper, who 
built the great Russian project on the 
Dnieper river) has for many years 
sought private support for the plan and 
is said to have spent over $300,000 in 
promotion work. 

The administration’s zeal for im- 
mense hydroelectric enterprises seems 
hard to understand in view of the trend 
of private enterprise during the past 
few years away from water-power de- 
velopment and back to the use of steam, 
for the economical development of elec- 
tric energy. There is, of course, a 
romantic aspect to the building of huge 
dams, tidal projects, and the like— 
which from a political-publicity angle 
may outweigh the cold economics of 
power costs. Nevertheless, is the ad- 
ministration justified in devoting im- 
mense sums to projects of this char- 
acter when better results might perhaps 
be obtained by building large steam 
plants as near as possible to coal mines, 
water supply, and the market for pow- 
er? What has become, for example, of 
Ex-Governor Pinchot’s “giant power” 
project for Pennsylvania? 

According to the New York Times 


“technically there is nothing wrong with 
Passamaquoddy. It may be justified as 
a creator of work but not by any hope 
that it will somehow pay for itself. En- 
gineers would willingly bond themselves 
to build a steam-electric plant of equal 
capacity for less money . if they 
were permitted to pay no more for labor 
than the President has stipulated.” 


HE administration seems to have 

overlooked the fact that most of 
the cost of electricity is in transporting 
it to the point where it is used, rather 
than in the initial generating cost. Get- 
ting the “Quoddy” power “to market” 
will be the big problem. It may be that 
with further development of the thyra- 
tron tube General Electric will greatly 
reduce costs of long-distance ‘transmis- 
sion but this is still in the engineering 
research stage. 

Eventually some $37,000,000 may be 
spent on the “Quoddy” project to gen- 
erate some 200,000 horsepower. Maine, 
with its present industrial condition, will 
be able to use little of it. The project 
was rejected by both the PWA Board 
of Review in 1934 and by the Federal 
Power Commission earlier this year, 
but final plans were far less ambitious 
than Dexter Cooper’s original $100,- 
000,000 scheme. 

It is difficult to forecast how long 
it will require to complete the develop- 
ment. The estimate is two and one-half 
years, but because of the experimental 
nature of the work a definite time sched- 
ule can hardly be set. While the work 
may be highly beneficial to Maine labor, 
the length of time required again raises 
the question whether expenditure of a 
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corresponding amount for coal-burning 
plants in the mining section of Penn- 
sylvania (where there is also surplus 
labor) might have furnished a quicker 
work relief program. 


> 


Rayburn Bill Not Materially 
Modified 


RESIDENT Willkie of The Common- 

wealth & Southern Corporation has 
issued a letter to stockholders regarding 
the present status of the Rayburn Bill, 
from which the following is quoted: 


Stimulated publicity by those representa- 
tives of government ing to secure the 
passage of this bill has created the impres- 
sion that the bill, as reported out of the 
Senate Committee, has been ae d modi- 
fied. The bill has not been materially modi- 
fied, and in my judgment will not be, unless 
Congress knows that the country does not 
want this further hurdle to recovery adopt- 
ed. The utilities are in favor of, and have 
advocated, Federal regulation to prevent the 
recurrence of every abuse claimed. 

The utility industry has been developed 
for over twenty years by holding companies. 
It is clear that an attempt to reorganize 
this industry’s whole method of doing busi- 
ness by abolishing holding companies is 
certain to result in loss to the stockholders 
of these companies. The market value of 
the common and preferred stock of The 
Commonwealth & Southern Corporation has 
declined with each successive Federal gov- 
ernment attack, and is now 60 per cent less 
than the market value in May, 1933, when 
the campaign against private utilities was 
commenced by the passage of the Tennessee 
Valley Authority Act. Similar declines 
have occurred in the securities of other util- 
ity companies. Many leading industrial 
stocks rose almost 100 per cent during the 
same period. If the Wheeler-Rayburn Bill 
passes, either in its present form or with 
minor modifications, in my opinion the val- 
ue of your securities in this company will 
further depreciate and you will not receive 
the benefit of the appreciation to which you 
are justly entitled upon the resumption of 
business activity which would now be as- 
sured if it were not for the hesitancy pro- 
duced by the continued attack of govern- 
ment against the utilities and other corpo- 
rate enterprises. These are not alone my 
views, but the views of seasoned financiers, 
economists, bankers, and insurance officials 
who testified at the hearings on this bill. 

The electric rates charged the operat- 
ing units of The Commonwealth & South- 
ern Corporation are among the lowest in 


the country. They are also substantially 
lower, in every state in which we operate, 
than the rates of companies unassociated 
with holding company groups. Likewise, it 
was conceded by all in the recent hearings 
that The Commonwealth & Southern Cor- 
poration and other holding companies are 
responsible for the unexcelled service re- 
sultant from the great interconnected gen- 
eration and transmission systems existent 
in this country today, which the holding 
company either built or financed. 

‘The passage of the “Wheeler-Rayburn 
Bill will have the effect of removing strong 
financial support from the operating compa- 
nies and increase their expenses of opera- 
tion, which will inevitably result in higher 
rates and poorer service.” 


¥ 


Telephone Earnings Recovery 
Retarded by Increased 


Taxes and Payrolls 


HILE Wall Street has shown less 

concern recently about the tim- 
ing of a possible cut in the $9 dividend 
rate of American Telephone and Tele- 
graph (about two-thirds earned, after 
very liberal charges for maintenance 
and depreciation), the earnings of the 
Bell system continue to make a rather 
poor showing. In the first quarter of this 
year operations of 11 Bell system com- 
panies showed a gain of about one per 
cent over last year, but increased taxes 
and payroll costs resulted in a decline in 
net earnings amounting to over 6 per 
cent. Included in these figures are 
American Telephone’s own operations 
and those of ten subsidiary companies. 
The Northwestern, Southwestern, 
Southern Michigan, and Ohio compa- 
nies showed higher net earnings than 
last year, while the New England, 
Southern New England, New York, II- 
linois, and Pennsylvania companies re- 
ported declines. 

For the Bell system as a whole (A. 
T. & T. and twenty-four associated 
companies) payrolls in the first quarter 
were about $5,000,000 greater than last 
year, this being the second increase 
since 1933 (when the company adhered 
to the President’s reémployment agree- 
ment). The increase of about $22,000,- 
000 in the annual payroll expense (made 
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during 1934) is due to the manage- 
ment’s hopes of steady business im- 
provement. 

The company’s liberal wage policy 
seems justified by its excellent person- 
nel record. About 40 per cent of pres- 
ent employees have had ten or more 
years of service and only 10 per cent 
have been employed for less than two 
years, while eight years ago the per- 
centages were exactly reversed. 

Telegraph earnings have failed to re- 
flect the improvement shown in tele- 
phone gross. Western Union’s reve- 
nues in the first quarter were about 2 
per cent below last year, but net earn- 
ings dropped some 20 per cent (al- 
though in dollars the decline was less 
than the shrinkage in gross). 


* 


Corporation “Mark-ups” versus 
Federal “Write-downs” 
ep Federal Trade Commission and 


other government agencies, which 
have investigated the financial history of 


some of the leading utility holding com- 
panies, have been sharply critical of so- 
called “mark-ups” of the book value of 
subsidiaries’ plants made in past years 
by certain holding companies. 

The assumption has been that such 
mark-ups formed the basis for over-is- 
suance of securities, although any ex- 
perienced statistician or investor knows 
that earnings rather than asset values 
form the basis on which most holding 
company securities have been success- 
fully offered to investors, and that had 
the utilities been required to set up 
proper operating reserves in expenses, 
place their accounts on a uniform basis, 
and properly compute the “number of 
times interest earned,” much disastrous 
financing might have been avoided. 
(Incidentally, the fact that “mark-ups” 
have been prohibited in railroad balance 
sheets since 1907 did not prevent much 
30) rail financing in the decade 1921- 

In the writer’s opinion the average in- 
vestor knows little about balance sheets 
and as a rule is much more interested in 


the current financial position of a com- 
pany than in the alleged value of the 
plant, which frequently bears little rela- 
tion either to earning power or to equi- 
ties available in liquidation or merger. 
The courts have varied considerably in 
their theories regarding the proper 
basis of plant valuation, at different 
times stressing original cost, cost of 
reproduction, prudent investment, etc. 
Under these conditions, it is perhaps 
not to be wondered at that in some cases 
utility companies wrote up the value of 
their properties to bring them more in 
line with earning power under rate 
schedules permitted by local authorities 
and the courts. While in some cases 
writeups were of a character definitely 
to mislead investors, this condition has 
not characterized the industry as a 
whole, and the systems which have fol- 
lowed such policies have generally been 
shunned by reputable financial advisers, 
before as well as during the depression. 


B: if it was wrong for these com- 
panies to mislead security holders, 
is it not equally wrong for the Federal 
government to mislead taxpayers? It 
appears from Comptroller General Mc- 
Carl’s recent investigation of TVA’s 
balance sheet that the directors wrote 
down to $50,909,542 the value of prop- 
erties which were estimated to be worth 
$132,792,294, when these were turned 
over to the Authority. It seems obvious 
that the purpose of TVA write-downs 
was to help sustain administration as- 
sumptions regarding possibilities of low- 
cost production of electricity, and to 
justify low “yardstick” rates. Since 
TVA’s stock is owned by the govern- 
ment and it does not have to pay divi- 
dends (except those of a political na- 
ture), it is obvious that the write-downs 
have been governed by motives as un- 
ethical as those which resulted in mark- 
ups by some of the utility companies. 
In order to reduce the “cost” of elec- 
tricity it has reduced the “investment” by 
nearly 62 per cent—in addition to which 
the investment is financed at extremel 

low capital cost. Is this consistent with 
Mr. Lilienthal’s declaration that TVA 
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rates “are based on certain principles, 
and the first principle is that the con- 
sumers of electricity must pay all the 
operating costs of furnishing that elec- 
tricity, without any contribution what- 
ever from taxpayers?” Such “book- 
keeping” methods will destroy whatever 
confidence existed in the motives and 
methods of TVA. The immediate ef- 
fect has been the House Committee’s 
tabling of the McSwain Bill (designed 
to strengthen and clarify TVA powers 
following the decision of Federal Judge 
Grubb, which questioned the legality of 
its distribution of power and sale of ap- 
pliances). 

R. McCarl’s 394-page audit was 

highly critical of TVA accounting 
in other respects. The 26-page summary 
gave the following picture of the Au- 
thority’s financial operations to June 30, 
1934: receipts $1,345,065; expenses 
$12,438,347 ; net loss $11,093,282. Press 
reports of the audit (the complete text 
of which has not been made public) do 
not make clear whether “expenses” in- 
clude items properly chargeable to capi- 
tal account. 

Mr. McCarl stated that the 10 per 
cent of revenue allowed for deprecia- 
tion is highly inadequate, and that 2 per 
cent on a valuation basis should be sub- 
stituted ; in order for the present charge 
to equal the latter basis, gross revenues 
would have to amount to more than ten 
times the present figure and “there is 
very little basis for assuming that reve- 
nues will ever reach such a figure.” He 
also took exception to some $2,000,000 
of expenditures, including “hire of spe- 
cial conveyances such as busses and air- 
planes for visitors and students,” over- 
payments in payrolls, and a long list of 
other wasteful or doubtful items. 


see 
Governor Lehman Vetoes 


Brownell Bill 


N the issue of May 23rd reference 
was made to the passage of the 
Brownell Bill by the New York Legis- 
lature, giving the public service com- 
mission the right to order the sale of 


utility securities with submission of 
sealed bids if “the public interest so re. 
quires.” This bill has now been vetoed 
by Governor Lehman, and the threat 
that such state legislation might be add- 
ed to the burdens under which the util- 
ity industry is struggling seems to have 
been removed. 


Louisiana Utilities in Share-the- 
Wealth Plan? 


| ages haga some of the Louisiana 
utility companies have recently be- 
come imbued with patriotic zeal for the 
“share-the-wealth” doctrines broadcast 
by Senator Huey P. Long. In this case 
the Senator himself appears to be the 
principal sharer with whom these corpo- 
rations are dividing their ill-gotten (?) 
gains. According to an Associated 
Press dispatch from Baton Rouge, 
Senator Long has served as attorney for 
the Louisiana Public Service Commis- 
sion in four cases involving lowering of 
utility rates, fees being paid by the util- 
ity companies themselves. The fees are 
said to have included (since December) 
$30,000 from the Southern Bell Tele- 
phone & Telegraph Co., $15,000 from 
the Baton Rouge Electric Co., $10,000 
from the Baton Rouge Water Works 
Co., and $10,000 from New Orleans 
Public Service, Inc. According to the 
New York Times, the Senator (with his 
law partner—a Mr. Sandoz) is also be- 
ing retained as attorney for the Louisi- 
ana Tax Commission to collect “back 
taxes,” receiving one third as his “com- 
mission,” and he will also receive one 
third on the basis of adjustments with 
respect to property “heretofore incor- 
rectly assessed.” 


Public Service of New Jersey 
Dividend Cut Less 
Than Anticipated 


IRMNESS of Public Service of New 
Jersey common stock following 
news of the dividend reduction from a 
$2.80 to a $2.40 annual rate apparently 
indicated that the reduction was less 
than anticipated. The present rate is 
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somewhat higher than Standard Statis- 
tics’ estimate of earnings for the current 
year ($2.25). The company earned 
$2.95 last year and the recent rate cuts 
averaging about 8 per cent would reduce 
this to about $2.15 a share (after in- 
come tax adjustment) but the company 
is evidently hopeful of regaining a con- 
siderable amount of this loss through 
increased sales. 
e 


Consolidated Gas’ Earnings on 
Rate Basis . 


ge oge has already been made in 
this department to Consolidated 
Gas Co’s. rate concessions on current 
sold to the Federal and municipal gov- 
ernments in New York city, which it 
was estimated might reduce share earn- 
ings about 20 cents. On May 23rd the 
company’s electric subsidiaries filed with 
the public service commission proposed 
new rates for other consumers, reduc- 
ing charges by over $7,500,000 a year. 
The new rates if approved by the com- 
mission (which is expected) will go in- 
to effect July Ist. Of the proposed sav- 
ing about 40 per cent will go to residen- 
tial consumers and the balance to com- 
mercial and wholesale customers. The 
new rates are of the “promotional” type, 
savings increasing rapidly as the amount 
of current passes a certain point. Thus 
the householder with a monthly bill of 
$2.30 will save only a nickel; above $3 
the savings begin to increase, until at 
$5.05 the reduction is about 11 per cent, 
at $8.05 nearly 25 per cent and at 
$25.50, 50 per cent. 

The propesed reductions are predicat- 
ed on permission to merge the two 
largest subsidiaries, New York Edison 
Co. and United Electric Light & Power 
Co., which merger would save the 3 
per cent tax now paid to the city on in- 
tercompany sale of current. The mer- 
ger would be facilitated by recent ac- 
quisition of the remaining 30 shares of 
United stock by New York Edison, giv- 
ing the latter 100 per cent control. 

The new rates are not intended to be 
permanent, according to Floyd L. 


Carlisle, head of the Consolidated sys- 
tem. It is intended to work out a more 
elaborate profit-sharing plan with auto- 
matic adjustment of rates, patterned 
after the so-called Washington plan, but 
new legislation at Albany will be re- 
quired to legalize this plan. 


EDUCTING from the per-share earn- 
ings for the twelve months ended 
March 3lst ($1.73) the estimated 20 
cents loss due to the new rates for the 
municipality leaves $1.53; the new cut 
of $7,566,000 would be equivalent to 
about 57 cents per share (after allow- 
ance for income tax saving) which 
would cut net below $1. Also, Mr. 
Carlisle has pointed out that electric 
ee taxes for 1935 will be about 
$7,000,000 more than in 1934. But, on 
the other hand, earnings will doubtless 
be considerably increased by future re- 
duction of municipal taxes, increased 
sale of current, decrease in submetering, 
etc. Also the company during 1933 
began setting aside a reserve from earn- 
ings equivalent to the 6 per cent rate re- 
duction ordered by the commission 
(which was delayed by court procedure 
until the present plan was proposed as 
a substitute). The balance sheet at 
December 31, 1934, showed “Electric 
Sales Suspense Including Taxes and In- 
terest Thereon” of about $10,601,000, 
and 1934 earnings were reduced by 
some $6,323,000 accrued under this re- 
serve. If the company should now re- 
store this reserve to its 1935 income, 
the item would probably far more than 
offset any loss under the new rates for 
the half-year beginning July Ist. How- 
ever, the reserve may instead be cred- 
ited to surplus, which would seem a 
more proper accounting procedure. 
With all the above factors, it is diffi- 
cult to get any clear picture of Consoli- 
dated Gas Co’s 1935 earnings, but with 
the current improvement in kilowatt 
sales, which are likely to continue, the 
company may earn around $1.50 a share 
in 1935—and more if full recourse is 
made to past earnings held in suspense. 
(Standard Statistics’ estimate, before 
the rate cut announcements, was $1.75). 
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The Federal Government Stimulates 
Public Ownership 


My dear Governor : 

In the event that an additional public 
works program is authorized at the coming 
session of the Congress, I should like to see 
the municipalities of your state legally able 
to take full advantage of such a program. 
With this in mind, I have instructed Ad- 
ministrator Ickes to place at your disposal 
the Legal Division of the Public Works 
Administration for the purpose of suggest- 
ing bills which if enacted into law would 
enable municipalities of your state to secure 
the benefits of this phase of the recovery 
program. 


ees foregoing paragraph was the 
introduction of a letter sent out by 


President Roosevelt last December to 
the governor or governor-elect of every 
state in the Union. It contained six 
general suggestions for legislation 
whereby municipalities and certain pro- 
posed nonprofit “benefit corporations” 
could with less legal difficulty obtain 
Federal funds for local public works' 
including municipal utility plants. The 
letter concluded with the following 
somewhat significant paragraph: 


Quite apart from the above suggestions, 
I think it would be helpful if arrange- 
ments could be made whereby the Public 
Works Administration is furnished with 
copies of all laws enacted at the forth- 
coming legislative session. This will ma- 
terially aid the administration in advancing 
funds on approved projects. 
Very sincerely, 
FRANKLIN D. RoosEvELT 


Here we have the background of one 
of the most unusual developments of 
the New Deal—the Federal bill draft- 
ing bureau for state legislatures. There 
is today in the Department of Interior 
building a legal division given over en- 
tirely to hatching out bills for action by 
the forty-four state legislatures which 
convened in January. 

“This (forwarding of copies of en- 


acted laws) will materially aid the ad- 
ministration in advancing funds on ap- 
proved projects,” said the President in 
the last sentence of his letter. 

No state governor who read that mes- 
sage carefully had the slightest doubt 
that the handing out of PWA money 
in his state would depend a great deal 
on whether he put his gubernatorial 
shoulder to the legislative wheel to 
make sure that it ground out a statutory 
program dictated from Washington. 
Needless to say, few if any governors 
hesitated to inquire as to just what the 
Federal government had in mind in the 
way of “suggested bills.” 


B diyvn answers came promptly. The 
energetic Mr. Ickes had a series 
of suggested bills done up in a neat 
package already to send to each state 
executive. Some of them may have 
had minor variations to suit local con- 
ditions and other minor changes might 
be expected in the process of legisla- 
tion to insure conformity with the vari- 
ous state laws and Constitutions. By 
and large, however, the proposed bills 
in these forty-eight packages were 
about as different in appearance as the 
Dionne quintuplets. 

Herbert F. Lawrence, writing in 
Barron’s, national financial weekly, 
gives an interesting account of this 
state bill-drafting industry which Uncle 
Sam has established in Washington and 
what is being accomplished by it. He 
believes that the “suggestions” sent 
from Washington to the state capitols 
imply that the public works relief pro- 
gram (recently handed a 4.8 billion dol- 
lar purse by the Congress with no ques- 
tions asked) is going to be broad 
enough to encompass a liberally financed 
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and aggressively sponsored campaign 
for municipal ownership of public util- 
ities to compete with and drive down 
rates of the privately owned utilities. 


i yey incentive exists for finan- 
cially harassed state governments 
to forget their own local policies, prin- 
ciples, and traditions in return for Fed- 
eral favors. Mr. Lawrence describes 
this reaction: 


Alabama has the doubtful honor of lead- 
ing the rush to the Federal feeding-trough. 
A few weeks ago drafts of-11 bills were 
received from Washington, and after minor 
revisions were made to insure their con- 
stitutionality as nearly as possible they 
were sped through the legislature under 
the guiding hand of Governor Graves. For 
its enthusiastic approval of the adminis- 
tration program Alabama expects to get 

,000, There were, of course, charges 
that the state was selling its sovereignty, 
and a few votes in the legislature were 
cast against individual bills as a matter 
of principle, but an overwhelming majority 
of the legislators apparently took the more 
practical attitude that $88,000,000 is a lot 
of money, particularly to a state that pays 
less than one half of one per cent of the 
Federal tax burden. When someone else 
is going to pay the bill Jeffersonian prin- 
ciples are an unjustifiable luxury even to 
a southern state. 

Five of the bills written in Washington for 
the Sovereign state of Alabama are directly 
concerned with, and are designed to facili- 
tate public ownership of, electric utilities. 
The original Washington draft of one of 
these bills provided that “any municipality 
or county of this state by a majority vote 
of its governing body may issue and sell 
its bonds to the United States of America, 
or any corporation, instrumentality, or 
agency, created, designated, or established 
by the United States of America at a pri- 
vate sale without advertising, any pro- 
visions of the Municipal Bond Code to the 
contrary notwithstanding.” This one brief 
section above quoted, which is the meat of 
the bill, could open up unlimited possibilities 
of skulduggery. Apparently it intends that 
a proposal to issue bonds need not be sub- 
mitted to the vote of the citizens, but may 
be approved by a majority vote of the 
governing body, and as a further means of 
forestalling opposition, the deal may be car- 
ried through at a private sale without ad- 
vertising. Some of the dynamite was taken 
out of this bill by amendments in the 
Alabama legislature, but the important fact 
is that Washington intended to give mu- 
nicipalities a free rein in borrowing from 
the Federal government. 


N his analysis of the Alabama bills, 
Mr. Lawrence pointed out that the 
PWA has in the past found itself 
blocked in its efforts to finance munic- 
ipal power plants by statutory debt limi- 
tation provisions. To get around these 
local restrictions which were inserted 
by the state legislatures presumably to 
safeguard the credit of municipalities 
and to protect local taxpayers, other 
PWA bills passed by the Alabama legis- 
lature provide for the creation of new 
operating agencies or “districts” which 
may issue their own bonds and regulate 
their own rates free from state commis- 
sion regulation. At the same time, any 
legal restrictions against operations out- 
side of municipalities are automatically 
removed. There are four new types of 
agencies authorized: (1) A Rural Elec- 
trification Authority; (2) power dis- 
tricts ; (3) electric membership corpora- 
tions, and (4) improvement authorities. 
Here is a description of the Electric 
Membership Corporation taken from 
Alabama House Bill 133: 


Section 2. Any number of natural per- 
sons not less than three may, by executing, 
filing, and recording a certificate as here- 
inafter provided, form a corporation not or- 
ganized for pecuniary profit for the Puen 
of promoting and encopraging the fullest 
possible use of electric energy in the state 
by making electric energy available to in- 
habitants of the state at the lowest cost 
consistent with sound economy and prudent 
management of the business of such cor- 
porations. 


‘eas extensive powers of these new 
corporations can be noted in the 


following passage from § 11 of the 
same act: 


A corporation created under the pro- 
visions of this Act shall have power to do 
any and all acts or things necessary or 
convenient for carrying out the for 
which it was formed, including, not 
limited to: . To acquire, own, op- 
erate, maintain, and improve a system or 
systems; to pledge all or any part of its 
revenues or mortgage or otherwise encum- 
ber all or any part of its property for the 
purpose of securing the payment of the 
principal of and interest on any of its 
obligations; to construct works across or 
along any street or public highway, or over 
any lands which are now or may be the 
property of this state or any political sub- 
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division thereof without obtaining any fran- 

chise or other permit therefor. 

Thus we see that any three persons 
who so desire may form a corporation 
to engage in the electric utility business. 
Thereupon they immediately obtain the 
right to start operations anywhere 
throughout the state without asking 
further permission of anybody. They 
are granted automatically a sort of 
statewide roving certificate of conven- 
ience and necessity. The only limita- 
tion imposed is that they shall not op- 
erate for a profit and that they shall 
be residents in the territory in which 
the operations are to be “principally 
conducted.” Of course, they may serve 
only “members”; but anyone who takes 
service can be a “member” if the cor- 
poration by-laws so provide. 

The Alabama bill authorizing the 
formation of power districts to enable 
the extension of municipal power sys- 
tems beyond the corporate limits of 
municipalities (House Bill 130) does 
contain a limitation requiring a certifi- 
cate of convenience and necessity from 
the state public service commission be- 
fore operating. But that commission 
has no such control over any of the 
other agencies so created. Nor has the 
state commission any jurisdiction over 
rates to be charged for utility service 
by the new agencies. 


STENSIBLY the new Alabama laws 

make these utility operating agen- 
cies self-regulating as to rates and serv- 
ice. As a practical matter, however, 
Washington keeps a firm hand on the 
local rate situation in any community 
where PWA money has to be used for 
utility plant construction. This results 
from the policy adopted last year by 
the Public Works Administration not 
to advance PWA funds for municipal 
utility plants where the rates to be 
charged by the new plants would not 
be lower than those charged by the 
existing privately owned utility facili- 
ties, if any. Consequently, a private 
utility faced with the threat of munic- 
ipal plant competition to be financed by 
the Federal government must cut rates 


below the estimate of prospective rates 
furnished by the municipal plant pro- 
moters and approved as feasible by 
the PWA—or put up with the competi- 
tion—or get out of business in that 
community. It does not make any dif- 
ference whatever whether such rates 
would yield a fair return on its invest- 
ment. It is purely a question of which 
will serve at lower rates—the private 
plant or the municipal plant. The state 
commision has little to say about these 
arrangements. Control apparently has 
moved to Washington. 

At this writing the so-called Ickes 
bills had been considered or were being 
considered by the majority of the forty- 
four legislatures that convened in Janu- 
ary. A number of the states had adopt- 
ed them. Some of them, such as North 
Dakota (already adjourned), insisted 
on inserting more liberal voting amend- 
ments requiring a referendum by the 
citizens to be affected before some of 
the new agencies could be created or 
bonds to be issued thereby. 


UT no drastic amendments will be 

made in these bills; that is, if the 
states expect any Federal funds. The 
PWA has already made that quite clear 
in the case of the bills passed last year 
by the Texas legislature in connection 
with Federal money for power projects 
on the Colorado and Brazos rivers. 
Unless the state legislatures are willing 
to do as Washington dictates, they 
might as well pass no bill at all because 
there will come no money from Wash- 
ington. It is probable that a majority 
of the states will have acted favorably 
on these bills before the 1934 legislative 
season is finished. As Barron’s has 
pointed out editorially : 


That the bills prepared in Washington to 
facilitate civic units going into various kinds 
of public works under a combined loan and 
grant of government money are intended in 
large measure to stimulate municipal own- 
ership and operation of electric service is 
evident upon their face. That the Presi- 
dent’s policy is expressed in these bills is 
clear, seeing that he offered to governors 
of forty-eight states Federal assistance in 
preparing legislation to enable municipalities 
to free themselves from the necessity of 
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DEBT MACHINE MUST NOT RUN WILD! 


public referenda on these matters, to elim- 
inate all questions of debt limits, and avoid 
the necessity of competitive bidding on con- 
struction contracts. Quite naturally, three 
quarters of the states have already signified 
acceptance of this offer; one wonders at 
the tardiness of the others. 


Another practical angle about this 
kind of legislation is that none of the 
operating agencies permitted under 
these new laws (not only in Alabama 
but in every other state adopting them) 
is ever likely to come into existence 


unless Federal funds are forthcoming 
to finance their existence. This means 
that bonds or other securities of the 
new agencies will either be pledged or 
sold to the PWA and, perhaps, through 
the latter to the RFC. In either event 
the Federal government is still in a 
position permitting it assumption of 
active control of even the management 
of these agencies if they should default 
on payment of any of the obligations 
held by the government. At present, 
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this does not seem likely to happen for 
political reasons. But it has already 
happened in the case of defaulted secu- 
rities of two private utilities. 


HE Reconstruction Finance Cor- 

poration has taken over corporate 
‘control of the Moffatt Railroad and the 
Harley L. Clarke utility holding concern 
by reason of defaults on obligations 
held by the government. One confiden- 
tial Washington letter service devoted 
to a discussion of utility matters makes 
a thought-provoking comment on this 
situation as follows: 


An interesting collateral development in 
the St. Louis gas supply situation was seen 
in the action of the RFC in taking over 
the Harley L. Clarke ality holding con- 
cern. While the RFC has given no defi- 
nite indication whether it would exercise 
any actual control over some fifty operat- 
ing subsidiaries, it will be recalled that 
the Laclede Gas Light Co. in St. Louis 
is one of those subsidiaries. If the Federal 
government, through the PWA, financed a 
pipe line from Texas, would the Federal 
government, through the RFC, see to it 
that the Laclede Company became a whole- 
sale customer of the pipe line? Chairman 
Jones of the RFC has so far kept aloof 
from actual management of properties com- 
ing under his control by default. Should 
any different course be followed, a host of 
legal questions would arise, including the 
right of the Federal government to engage 


in “proprietary ventures” and the right of 
the states to regulate and tax them. 


Whether or not the Federal govern- 
ment would ever embark on the bold 
policy of actually managing utility prop- 
erty owned by local political subdivisions 
from Washington, it is clear that the 
potential power to exercise such control 
seems to be slowly gravitating to the 
National Capitol. It is all very well 
in theory for President Roosevelt to 
say that investment should be divorced 
from management but executives in 
every other line of corporate enterprise 
well know that it is often difficult to 
ignore suggestions from the substantial 
holders of securities even though such 
holdings be in the nature of bonds or 
other nonvoting securities. Will the 
so-called “absentee management” of 
utility service move from New York to 
Washington ? 

—F. X. W. 
PWA Press Revease. No. 1165, December 
30, 1934. 


Tue GoverNMENT Utitiry Ocropus. By 
—— oe F. Lawrence. Barron’s. February 
, 1935. 


In THE LEGISLATURE OF THE STATE OF ALA- 
BAMA. Regular Session, 1935. Legislative 
Document No. 6. 

Urmiry Warrare. Editorial. Barron’s. Feb- 
ruary 18, 1935 





Is the Government Enslaving 
Public Opinion? 


w= fuss has been made lately 
about Federal government propa- 
ganda, particularly in the modest and 
somewhat ugly mimeographed form in 
which government publicity items are 
given out to the press—popularly known 


as “hand-outs.” Some of the criticism 
of the growth of this practice is prob- 
ably warranted—some unwarranted. 
The odd feature of this barrage seems 
to be that it comes from both the Left 
and Right and the Roosevelt adminis- 
tration is somewhat uncomfortably sit- 
uated exactly in the place where it has 


always claimed to be, in the middle of 
the road. 

The left-wing weekly, The New Re- 
public, for example, feeling that the 
Roosevelt administration may be out- 
doing its predecessors in the matter of 
molding public opinion through public- 
ity methods, stated editorially in part: 

The making of government propaganda, 
in itself, is nothing new. The prosperity- 

around-the-corner stories of the Hoover ad- 
mee rh a were attempts to spread false 
news for political advantage. But, under 
the Roosevelt administration, the potential 
harmfulness of government propaganda is 
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unquestionably greater than ever before. As 
a result of the shock of the depression, 
we are in the midst of making comparative- 
ly important changes in the country’s eco- 
nomic and political structure. Without full, 
accurate information from Washington, pub- 
lic opinion has no chance of intelligently 
guiding these changes. . . . 

Last autumn the President held a series 
of conferences with leaders of banking and 
a What pledges did these bankers 
and industrialists receive and give? What 
was the cause of the bitterness displayed 
both by Mr. Roosevelt and by business dur- 
ing the recent meeting of the United States 
Chamber of Commerce? Did one side or 
the other believe these pledges had been 
violated? The public can only guess. But 
what seems entirely clear is that important 
national policies are being considered, and 
adopted, in secret. 

It must be recognized that newspapers 
cannot be depended upon to ferret out news 
that the administration and business are try- 
ing to suppress. A generation ago there 
were still newspaper owners who were little 
independent sovereigns, free from entangling 
alliances. Joseph Pulitzer, perhaps the last 
of them, could spend several hundred thou- 
sand dollars in the effort to find evidence 
of an agreement between Theodore Roose- 
velt and New York bankers concerning the 
Panama canal. Nowadays, few newspapers 
owners are willing to spend great sums for 
news, or willing to fight a President and 
powerful business interests. 


| the other direction, Frank Kent, 
nationally syndicated conservative 
political commentator of the Baltimore 
Sun, feels that the New Deal ad- 
ministration has surpassed all others 
in its attempts to control public opin- 
ion: 


The outstanding fact is that no adminis- 
tration in history ever remotely approached 
this one in the number of publicity agents 
employed ; the quality of speeches produced ; 
daily, weekly, and monthly syndicated ma- 
terial written by its members; the degree 
to which the moving picture industry is 
utilized and the radio dominated. As for 
the “hand-outs” by which word the state- 
ments released from the various govern- 
mental agencies are called, literally tons are 
delivered in the course of a week. The out- 
put is utterly unprecedented. The mail, as 
an analysis of Mr. Farley’s “surplus” state- 
ments convincingly shows, is flooded with 
franked administration publicity. The cost 
of sending it out runs into the millions. 

In the last few weeks, from various 
sources, the growth, extent and evil of this 
vast propaganda business have been point- 
ed out. John Stewart Bryan, president of 


William and Mary College, in a speech be- 
fore the American Newspaper Publishers 
Association, warned against the a 
tide, declared he could name fifty-three 
(there are more than 100) publicity agents 
for departments and bureaus, pointed out 
that twenty-two years ago Congress passed 
a law that no money appropriated by it 
should be used to pay any publicity expert 
“unless Specifically appropriated for that 
purpose.” 


ies climax of the recent squabble 
about government propaganda 
seems to have been reached by the 
publication of “Handout”—a volume 
written by a Washington newspaper 
man under the pseudonym of George 
Michael. By this time literary critics 
have probably raked over the super- 
ficialities, defects, and inaccuracies of 
“Handout” so thoroughly that further 
analytical comment is superfluous. Suf- 
fice it to say that “Handout” is, as The 
New Republic says, “a bad-tempered 
little book.” Yet it is not entirely chaff. 
First of all, Mr. Michael has tackled a 
good big subject and has, generally 
speaking, etched an outline of all the 
more important phases of propaganda 
that merit more detailed and impartial 
investigation. The difficulty appears to 
be that Mr. Michael, with a newspaper 
man’s zeal for a good story, lets his en- 
thusiasm get the better of his judgment. 
Such yarns as that about the Federal 
administration controlling big broadcast- 
ing chains so that static is “sprayed” 
into the air while critics of the admin- 
istration are talking over the radio just 
don’t stand the sunlight of common 
sense. Furthermore, as the level-head- 
ed John Chamberlain of The New York 
Times points out, the very existence of 
antiadministration criticism disproves 
the implication of Mr. Michael’s plot 
hysteria more than anything that could 
be written. Say Mr. Chamberlain: 


Fortunately, the United States is still 
some distance away from the a of ex- 
clusive “one-party” control of or, of 
expression. If Franklin D. Roosevelt w 
really the master manipulator of 
Michael’s more heated moments, Mark 
Sullivan would today be walking the streets, 
the Herald Tribune editorial page would 
be “Newdealified,” The New York Times 
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would not print ee attacking the more concerned with management than 
policies of the AAA, F. Raymond Daniell with profits. The editorial continues: 


and Erskine Caldwell would not be per- 
mitted to disclose the plight of the South- 
ern share-croppers, Harcourt, Brace & Co. 
would be “liquidated” for publishing Benja- 
min Stolberg and Warren Vinton’s “The 
Economic Consequences of the New D 

The New Masses and The Daily Worker 
editors would be | ishing in dungeons, 
the staffs of The Nation and The New 
Republic would be drinking at Montreal 
and Quebec cafés and wondering how to 
make a living in Canada, and Westbrook 
Pegler’s head would be sticking from a 
pike somewhere along Pennsylvania avenue. 


It is easy to agree with Mr. Chamber- 
lain, however, that Mr. Michael may 
have accomplished a public service by 
removing the New Deal from the status 
of a sacred cow on the propaganda 
issue. With all its inaccuracies, a wide 
circulation of “Handout” might be very 
helpful in offsetting the pious pro- 
nouncements that emanate from Wash- 
ington these days, wherein everything 
said by the government is “in the pub- 
lic interest” and everything against it 
is said by liars, or grafters, or “self- 
ish interests.” There is no doubt but 
that the more zealous New Dealers 
have taken the position of the divinity 
student who put on his examination 
paper: “Orthodoxy is my doxy and 
heterodoxy is the other fellow’s doxy.” 


uT is there really an honest distinc- 
tion that can be made between 
publicity by government bodies in fa- 
vor of government policies and public- 


A clear distinction must be drawn between 
the publicity methods utilized by the two 
institutions. While the utilities have made 
every effort to spread propaganda under the 
disguise of academic discoveries of objec- 
tive truth, government releases are openly 
sponsored by the officials who are respon- 
sible for them. Publications have been “in- 
spired” by the utilities by means of mone- 
tary inducements with the identity of the 
“inspiration” ofttimes concealed. Such 
methods are almost unknown to American 
governments. . 

Finally, the issue ‘relating to government 
publicity narrows down to a question of 
what source can be depended upon for the 
truly objective appraisal of government ac- 
tivities which the taxpayer should demand. 
It may be conceded that both newspapers 
and public officials have “axes to grind.” 
Public officials must assume the responsibil- 
ity for issuing concise intelligible statements 
and reports as to the status of the services 
for which they are held responsible. The 
weekly financial report issued by the comp- 
troller of New York city is an example of 
this type of statement. Some of our best 
municipal reports furnished other illustra- 
tions. If the integrity of these reports is 
questioned, the data on which they are based 
are matters of public record which can be 
easi » Sang checked by a truly free press in search 
of the “plain, unvarnished facts.” In any 
event complete reports of this type are vast- 
ly preferable to the snatches of newspaper 
comment on which the average taxpayer is 
accustomed to rely without question. The 
press should not be arrayed in a controversy 
with government on this question but rather 
should codperate with public officials in an 
attempt to give complete and accurate in- 
formation as an essential public service. 


It is not difficult to agree with Public 


ity by private groups for their spe- syanagement that published pro n- 
cial purposes? The editors of Public da, the source of which is annaiier 
Management have considered this ques- jn which facts of record are deliberately 
tion carefully and have arrived at the suppressed or misstated, is a subject 
conclusion that valid ground for sucha wel] meriting public contempt. To the 
distinction exists. These editors seri- extent that they have been guilty of such 
ously question on one hand whether a practices in the past, privately owned 
publicly granted monopoly (such as a utilities should stand today in the réle of 
privately owned utility) ‘should be per- penitents. However, it almost follows 
mitted to use funds “received from the from this that honest and open propa- 
public” for the purpose of perpetuating ganda, publicity, or hand-out—call it 
itself through the control of public opin- what you will, is unobjectionable if the 
ion, but on the other hand they believe public is not taxed to pay for it. Pri- 
that such practices by private interests ately owned utilities can meet this 
should be subjected to “closer scrutiny” qualification by paying for such forms 
than those of public officials, who are of publicity out of corporate profits or 
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surplus. Assuming that a governmental- 
ly owned agency engaged in such prac- 
tice, just how could it pay the publicity 
bill without “utilizing funds received 
from the public” (whether taxpayer or 


ratepayer ) ? 


GAIN, has the Federal government, 
for example, always been meticu- 
lous concerning the whole truth of its 
public statements calculated to sustain 
government policies? Below, for ex- 
ample, is reproduced a passage from a 
release to all morning newspapers on 
January 21, 1935, authorized by the 
Federal Trade Commission : 


Discussing efforts of states to regulate 
rates and rate valuation, the commission 
takes note of the contention in utility circles 
that the amount of capitalization has no in- 
fluence upon an operating company’s rates 
because the rate base is theoretically the 
fair value of the property used and useful 
in the service of the public. 

On the other hand, the commission notes 
that there are authoritative opinions from 
specialists in the utility field to the effect 
that claims of no such relationship are spe- 
cious and unsound. The commission cites an 
opinion of Justice Brandeis in Missouri ex 
rel. Southwestern Bell Teleph. Co. v. Pub- 
lic Service Commission, 262 U. S. 276, 301, 
P.U.R.1923C, 193, and a statement by 
Joseph B. Eastman, a member of the Inter- 
state Commerce Commission, in which the 
latter said that the argument that there is 
no relation between capitalization and fair 
value is “wholly unsound and fallacious.” 


It will be noted that the commission 
does not point out that the “opinion” by 
Mr. Justice Brandeis mentioned was a 
dissenting opinion. The majority opin- 
ion of the United States Supreme Court 
in the same case appears to have con- 
sidered with some favor the “wholly un- 
sound and fallacious” argument that 
utility rates should be based on fair val- 
ue and should have no direct relation to 
capitalization. Incidentally, this major- 
ity opinion (by Mr. Justice McRey- 
nolds ) quoted with approval-another de- 
cision of the Supreme Court—the Min- 
nesota Rate Cases (1913) 230 U. S. 
352, 454, 57 L. ed. 1511—as follows: 

. the making of a just return for the 


use of the property involves the recognition 
of its fair value if it be more than its cost. 


The property is held in private ownership 
and it is that property, and not the original 
cost of it, of which the owner may not be 
deprived without due process of law. 


Inasmuch as the Supreme Court has 
consistently taken such a position ever 
since 1898, it seems that any piece of 
publicity from a government agency 
which goes that far into the subject 
ought to go all the way and say at least 
a word or two about what happens to be 
the prevailing law of the land on the 
subject. 


few the Federal Trade Commis- 
sion in one of its reports to the 
Senate on its utilities investigation 
(Senate Document No. 92, Part 69-A, 
page 462) stated as follows: 


Little recognition has been accorded by 
the courts to the limitation imposed upon 
the rule laid down by the Supreme Court 
of the United States in the case of Smyth v. 
Ames, relative to the right of the utility 
to earn a fair return on fair valuation 
of its property used and useful in the pub- 
lic service to the effect that rates must in 
no case be more than the value of the serv- 
ice to the public affected; that such a limita- 
tion still inheres in the law, however, can- 
not be doubted. 


The implication of that statement 
would appear to be that the courts have 
persistently ignored a limitation on the 
allowable rate of return laid down by 
the U. S. Supreme Court. Yet any 
lawyer in regulatory practice, or other 
observer familiar with regulatory deci- 
sions, well knows that the “value of 
service” issue has never been urged as 
sole basis for any rate order before any 
court, although the point has been dis- 
cussed by opposing counsel in a telephone 
rate case in Wisconsin (still before the 
Federal courts), and in a recent electric 
rate case in the state courts of Washing- 
ton (decided favorably for the utility 
company), and perhaps in a very few 
other cases. Yet this report was widely 
circulated through press releases with 
approval of the Federal Trade Commis- 
sion. 


F course, criticism of government 
publicity on grounds of suppres- 
sion or distortion of facts is not appli- 
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cable to all Federal news releases. It 
would be unfair to say that such prac- 
tices are the rule rather than the excep- 
tion. The Washington (D. C.) Post, 
a Republican party paper, states edi- 
torially : 


Alphabetical agencies are not superhuman. 
Most of them find it impossible to resist 
the temptation to represent their work in 
the most favorable light, while ignoring un- 
pleasant facts that encourage criticism. But 
to compare this weakness for self-praise with 
the press-muzzling tactics of a Stalin, Mus- 
solini, or Goebbels is to distort the truth 
far more seriously than the government’s 
publicity bureaus have ever done. 

Moreover, this criticism ignores the fact 
that at least some of the government’s in- 
formation dispensers maintain an admir- 
ably impartial attitude. On the very day 
that the Department of Agriculture was ac- 
cused of issuing “propaganda bulletins in- 
tended to create a special state of mind,” 
two statements exposing highly undesirable 
results of the AAA program were broad- 
cast by the Bureau of Agricultural Eco- 
nomics. . . . 

To the lasting credit of Secretary Wal- 
lace and the Department of Agriculture it 
should be noted that these sorry commen- 
taries upon the scarcity theory of agricul- 
tural prosperity have not been hidden from 
public view. On the contrary, a critical 
press is furnished free gratis with ammuni- 
tion to use against the department’s policies. 


Certainly, as David Lilienthal, TVA 


power director, pointed out in recent tes- 
timony before the House of Representa- 
tives Military Affairs Committee, a gov- 
ernment agency, particularly a new or a 
little understood one, such as the Ten- 
nessee Valley Authority, has not only 
the right but the duty to tell the public 
why it exists, what it is doing, and 
where it is going. The American peo- 
ple have a right to know this. The only 
way the government agency can respond 
is through publicity channels. As long 
as that is the motivating cause, there can 
be little quarrel with a reasonable 
amount of government publicity. 
F. X. W. 


Secret GOVERNMENT IN WASHINGTON. Edi- 
torial. The New Republic. May 29, 1935. 


Tue Great GAME oF Potitics. By Frank R. 
ny Newark Evening News. May 6, 


Books OF THE Times. By John Chamberlain. 
The New York Times. May 6, 1935. 


A Free Press AND GOVERNMENT BY PRropa- 
GANDA. Editorial. Public Management. 
April, 1935. 


Pusiic Utiities Release No. 248. Federal 
Trade Commission. January 21, 1935. 


A SwHattow Criticism. Editorial. The 
Washington Post. May 3, 1935. 





Notes on Recent Publications 


NATIONAL Power Survey. INTERIM Report, 
Power Series No. 1. Published by the 
Federal Power Commission, Washington, 
D.C. 1935. 58 pages. 18 tables. 16 illus- 
trations. 75 cents. (Superintendent of 
Documents. ) 

This paper-bound, 9 x 118 inch report con- 
tains data and information pertinent to the 
electric light and power resources of the 
nation. It is based on an analysis of the 
returns of 391 privately owned and 21 mu- 
nicipally owned major electric operating 
utilities representing 91 per cent of the total 
installed capacity and 93 per cent of the 
output in the United States. A colored map 
showing principal generating plants and 
electric transmission lines of the United 


States is probably the most valuable exhibit 
included. 


EpDUCATION FOR AN AGE oF Power. By Joseph 
K. Hart. Harper & Brothers. New York. 
1935. 245 pages. 

A prophet of the new education discusses 
the educational implications in the TVA de- 
velopment, from a practical and philosophi- 
cal outlook. 


Tue InrerstaTE COMMERCE COMMISSION— 


Part III, Vol. A. By I. L. Sharfman. 
Published by The Commonwealth Fund, 
New York, 1935. 684 pages. $4.50. 

A study in administrative. law and pro- 
cedure as applied to an important agency of 
administrative control. 
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TVA Measure Tabled 


HE House Military Affairs Committee 

recently tabled by a vote of 13 to 12 
legislation to enlarge the operations of the 
Tennessee Valley Authority. 

The committee acted after J. R. McCarl, 
Comptroller General, had told it an abstract 
of an audit of TVA affairs, prepared at the 
direction of Representative ii (D.), Ken- 
tucky, was substantially correct and showed 
“no intention to mislead.” The original audit 
was made by McCarl’s office. 

Denying any illegalities, Arthur E. Mor- 
gan, TVA chairman, has told the committee 
the audit disclosed a lack of complete inves- 
tigation of facts. 

The measure has been approved by the 
Senate. 


Conowingo Probe Postponed 


| aya hearings on the determination 
of the legitimate original cost of the Con- 
owingo project on the Susquehanna river have 
been postponed to autumn by the Federal 
Power Commission. 

The Maryland and Pennsylvania public 
service commissions will be invited to par- 
ticipate with the Federal Power Commission’s 
accounting division in an additional audit of 
various accounts and expenditures to be com- 
pleted by August Ist. 


Roosevelt Makes Re- 
appointments 


RESIDENT ROOSEVELT recently appoint- 

ed Clyde L. Seavey of California to 
the Federal Power Commission for a 5-year 
term, and Anning S. Prall, of New York, to 
the Federal Communications Commission for 
a term of seven years. 

Perry R. Taylor of Pennsylvania has been 
appointed executive officer of the Rural Elec- 
trification Administration; the Senate, May 
20th, confirmed the President’s appointment 
of Morris L. Cooke as Administrator of Ru- 
ral Electrification. 


Senate Orders Rail Probe 


AS investigation of railroad financing that 
will reach into the nation’s biggest bank- 
ing houses was ordered recently by the U. S. 
Senate. 

The inquiry, to be conducted by the Sen- 
ate’s Interstate Commerce Committee with 
the help of the Interstate Commerce 
mission under the broadest authority the 
Senate has to confer, will get under way im- 
oe but hearings will be deferred un- 
til tall. 

Senator Wheeler (D.), of Montana, who 
had already obtained Senate approval in this 
session of an investigation of the American 
Telephone and Telegraph Company, put 
through the resolution for the railroad in- 
quiry. As chairman of the Interstate Com- 
merce Committee, he will be in charge of 
the study. 

The resolution carried an appropriation of 
$25,000 and directed the Interstate Commerce 
Commission to aid in getting the facts. Joseph 
B. Eastman, Federal Coérdinator of Trans- 
portation, was authorized to select the rail- 
roads for inquiry. 


Study Use of Surplus Power 


LECTRO-METALLURGICAL research to de- 
velop possible uses for surplus pow- 
er at Boulder dam, Muscle Shoals, and other 
Federal projects will be conducted by the Bu- 
reau of Mines, according to a recent an- 
nouncement by the U. S. Department of the 
Interior. 
An increase of $600,000 is included in the 
appropriation of $1,970,311 to the bureau for 
the new fiscal year beginning July Ist. 


Offers Dam Building Measure 


oo Hiram Johnson (R.), California, 
recently introduced a bill authorizing the 
President to construct Parker dam, the Grand 
Coulee dam, and 28 other structures under- 
taken by the PWA. Construction of them 
was placed in doubt by a recent Supreme 
Court decision holding that Parker dam was 
not authorized by law. 


* 
Canada 


Controls Gasoline Stations 


ECLARING that the rapidly increasing 
number of gas stations being erected 


throughout Quebec province was threatening 
the 


beauty of the countryside, Premier 
Taschereau and his supporters in the legisla- 
tive assembly recently pushed through a bill 
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giving the public service commission control 
over the construction of all future gasoline 
stations. 


Permission of the commission must be ob- 
tained before a station can be erected, accord- 
ing to the United Press. 


oa 
Alabama 


Utility Denied Petition 


upcE C. P. Almon recently denied the pe- 

tition of the Alabama Power Company 
for an injunction restraining the cities of 
Sheffield and Tuscumbia from borrowing 
money from PWA to construct municipal 
electric distribution systems planned by the 
municipalities. 


In ruling on the petition, Judge Almon held 
the cities were within their rights in borrow- 
ing the funds and could issue bonds and de- 
liver them to the administrator of PWA as 
security for the loan. 

Both Sheffield and Tuscumbia have adver- 
tised for bids on the systems in question and 
have announced low bidders for the two sys- 
tems. 


Arkansas 


Seek Another Rate Cut 


ISSATISFIED with a recent electric rate re- 
duction made by the Arkansas-Missouri 
Power Company, members of the Blytheville 
city council unanimously adopted a resolution 
ordering the company to show cause why rates 
should not be reduced further, according to 
the Arkansas Gazette. 
A similar resolution was adopted in an ef- 


fort to obtain lower rates from the South. 
western Bell Telephone Company. 

The recent electric rate reduction would re- 
sult in a saving of 10 to 15 cents a month to 
most consumers. 

Mayor Cecil Shane explained that the city 
might make formal complaint with the utili- 
ties commission or it may pass an ordinance 
reducing rates from which the company might 
appeal to the commission. 


California 


Vote Utility District Bill 


B= houses of the legislature recently 
passed a bill providing for the creation 
of public utility districts. The bill required 
a majority vote of the people before revenue 
bonds could be issued. 

All other bonds for public purposes require 
a two-thirds majority. It was pointed out 
that although a majority vote of the people 


is required on the original bond issue, the bill 
permits the board of commissioners of any 
utility district to issue new bonds up to 25 per 
cent of the capital investment without a vote 
of the people. 

It also was reported that the bill is not di- 
rected alone at privately owned public utili- 
ties, but all sorts of activities will be permit- 
ted by public utility districts created under 
this legislation. 


Connecticut 


Vote Down Municipal Plant 


B« the largest vote ever Cast in a Manches- 
ter town election, voters recently decided 
that the town should not go into the electric 
light business, according to The Hartford 
Courant. 

Less than one third of the voters favored 
municipal ownership. Under the law, the 
town must vote twice on the question, a year 
apart, and must vote in the affirmative each 
time by a two-thirds majority. 


Manchester is served by the Hartford Elec- 
tric Light Company. 


Give PUC More Powers 


HE senate recently passed a bill empow- 

ering the public utilities commission to 
initiate investigations of rates and service and 
order improvements, and giving the commis- 
sion control over the issuance of securities 
and mergers of public service companies. 
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Indiana 


Rival Groups Seek Permit 


HE dispute between two rival organiza- 

tions over which shall carry on a rural 
electrification program in western Indiana re- 
cently offered the public service commission 
a problem of complicated legal entanglements, 
according to The Indianapolis News. 


Pending before the commission are two pe- 
titions filed by the rival groups of organizers, 
each asking approval of incorporation articles 
and permission to operate in the same twelve 
wetsern counties. Each would take the same 
name—the Utilities District of Western In- 
diana Rural Electrification Membership Cor- 
poration. 


Iowa 


Utilities Law Upheld 


ONSTITUTIONALITY of the Simmer Law, 
which permits Iowa cities to construct 
municipal utility plants and pay for them 
out of plant earnings, was upheld in two 
opinions of the state supreme court recently. 
The opinions were in the cases of the Iowa- 
Nebraska Light and Power Company against 
Corning and the Fairbanks-Morse Company 
and the Iowa-Nebraska Company against Vil- 
lisca and the Electric Equipment Company. 
The opinions were written by Justice John 


W. Kintzinger and concurred in by the other 
eight justices. 

Although the constitutionality of the law 
was upheld in both cases, the case against 
Villisca was reversed and remanded for a new 
trial because of errors in the method by 
which Villisca let its contract to the Electric 
Equipment Company. 

The constitutional questions involved in 
both cases, however, were settled in the Vil- 
lisca Case and the opinion on the Corning 
Case merely referred to the decisions in the 
Villisca suit. 


Maine 


Begin “Quoddy” Project 


i engineers recently prepared to work 
on the Passamaquoddy bay power pro- 
ject with a $10,090,000 works program allo- 
cation for the first year’s work, according to 
the Daily Kennebec Journal. 

Major Philip B. Fleming, recently relieved 
as acting deputy public works administrator, 
has direct charge of the work. Dexter Cooper 
of Maine, it is reported, will be the consulting 
engineer. 

Location of the project in a section of east- 
ern Maine which has been sorely stricken by 
economic conditions in recent years “will be of 
tremendous aid,” Governor Brann said, add- 
ing that not alone Washington county and 
eastern Maine “but the entire state will bene- 


fit” from the spending of millions of dollars 
on the project. 

As finally approved, the project was esti- 
mated to cost $36,284,000 although the cost 
of the original design submitted the PWA 
was listed as $47,000,000. The engineers’ de- 
sign finally approved calls for the construc- 
tion of only the dams necessary to maintain 
the “lower pool” in Cobscook bay, leaving 
the ocean as the “upper pool.” Originally it 
had been planned to build an additional dam 
from Moose island to the north, enclosing all 
of Cobscook bay and dividing it into an up- 
per pool, with a water level under control at 
all times, as well as the lower pool. 

The construction makes it possible to later 
add the other dam structures, as well as to 
increase the capacity of the power house. 


Massachusetts 


Reject Municipal Plant Bills 


T= house of representatives went on rec- 
ord recently against the establishment of 
municipally owned lighting plants to operate 


in competition with private utility corpora- 
tions when it killed two bills the effect of 
which would be to confer upon the cities and 
towns authority to go into the electric lighting 
business 
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Michigan 


Draw New Pipe-line Plans 


SUBSTITUTE plan to pipe natural gas from 
the Texas Panhandle to Detroit and in- 
termediate cities is being worked out by a 
group of Michigan Congressmen and Detroit 
city ne according to The Indianapolis 


New. 

Harold L. Ickes, PWA administrator, said 
he would entertain applications for the line 
if presented by individual cities. 

The plan is being drawn up to take the place 
of the proposed authority which the Texas 
legislature refused to create. This authority 
was to have asked PWA for $60,000,000 to 
construct a gas line from the Panhandle to 
St. Louis and Detroit and to use some of the 
1,600,000,000 cubic feet of natural gas which 
is daily going to waste. 

According to the Michigan Congressmen, 
the new pipe line would run through India- 
napolis, Toledo, and on into Detroit. It 


would connect Indiana with the line of the 
Kansas-Missouri Company. 


PWA Bills Die in Committee 


| gene bills requested by Federal officials 

and designed to enable Michi to par- 
ticipate in the PWA program died in the 
Senate State Affairs Committee at the close of 
the 58th legislature. All the bills had been 
passed by the house. 

Most of the measures were designed to give 
governing bodies of municipalities the power 
to issue bonds for projects to be undertaken 
under the PWA program. It is intended that 
the Federal government shall furnish the 
necessary funds. 

A resolution was adopted by the legisla- 
ture creating a commission to determine what 
legislation should be enacted to regulate oil 
and gas production in the state. 


Minnesota 


Upholds Power Plant Veto 


Mx Gehan’s veto of a proposed $16,- 
965,000 bond issue for a municipal plant 
was upheld by the city council recently by a 
vote of 4 to 2. 

The council’s action means that the bond 
issue proposal will not be submitted to the 
voters at a special election this year but may 
be submitted by petition at the March primary 
election in 1936, according to the St. Paul 
Dispatch. 

John L. Connolly, corporation counsel, 
ruled that on the basis of the facts presented 
to him an emergency did not exist and the 
council was without power to call and pro- 
vide funds for a special election to decide 
the issue. 

Mr. Connolly’s ruling would have prevent- 
ed the financing of a special election on the 


proposal even if Mayor Gehan’s veto had been 
overridden. 


Holds 12 Per Cent Fair Cut 


EDUCING the valuation of the Tri-State 
Telephone & Telegraph Company prop- 
erty, as recommended in a report to the rail- 
road and warehouse commission, would per- 
mit a 15 per cent reduction in telephone rates 
and still allow the company to earn a fair re- 
turn, in the opinion of the commission. 
A 15 per cent reduction was recommended 
a. a report by A. N. Fancher, telephone svu- 
pervisor for the commission, based on a study 
of valuation figures and testimony taken by 
the board. The inventory and appraisal fig- 
a are as of December 31, 1933. 
A 25 per cent cut in telephone rates is be- 
ing demanded by Attorney General Peterson. 


Missouri 


Seek Power Company Ouster 


UO WARRANTO proceedings to oust the 
Arkansas-Missouri Power Company 
from the town of Campbell, Cunklin county, 
on the ground the company’s franchise to 


furnish electric light and power service in the 
town expired last January Sth, were filed in 
the state supreme court recently. 

The suit is another step in a fight by city 
officials for more than five years to establish 
a municipally owned electric plant and do 
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away with the services of the privately owned 
company. 


Tax Covers Municipal Plants 


HE proposed 1 per cent state sales tax 

was definitely applied to customers of mu- 
nicipally operated utility plants by the senate 
recently, according to the St. Louis Post-Dis- 
patch. 


Under the present law the tax is applied on 
gross sales. 

A state circuit court recently denied an 
injunction suit brought by the city of 
Webster Groves to restrain the state auditor 
from collecting further sales taxes from the 
city’s municipal water plant. The suit also 
asked that the auditor be restrained from 
paying to the state treasurer some $173 al- 
ready collected from such plants under pro- 
test. 


Nebraska 


Aids Municipal Ownership 


¥ i Nebraska legislature opened the door 
for expansion of public ownership of 
power utilities as one of its final acts, ac- 
cording to the United Press. 


The Howard-McGowan Enabling Act, per- 
mitting cities and villages to finance power 
plants or transmission systems by pledging 
future earnings, is believed certain to result 
in general acquisition of utility holdings by 
municipalities throughout the state. 


New York 


Electric Rates Cut $7,000,000 


N™ schedules for electric rates, provid- 
ing for reductions in the residential and 
commercial rates in New York city of ap- 
proximately $7,566,500 annually, have been 
filed with the public service commission by 
the Consolidated Gas Company of New York 
and affiliated concerns. 

The total reduction represented by the new 
schedules is $10,578,500. 

The Staten Island Edison Company will 
supply the city’s power requirements in Rich- 
mond for $67,000 less than it charged last 
year, according to Maurice P. Davidson, who 
is commissioner of water supply, gas, and 
electricity. 

For some time the city administration has 
been at odds with the Consolidated system’s 
electric subsidiaries over residential rates and 
those paid by the city. At one time Mayor 
La Guardia threatened to seek a Federal loan 


and build power plants to provide the current 
used by the city. 


Utility Probe Continues 


paw hearings on the tactics of electric 
operating companies in New York city in 
connection with electric rates will be held all 
through the summer, according to John E. 
Mack, counsel to the legislative committee 
investigating public utilities. 

Mr. Mack, in his first press interview since 
the $300,000 appropriation for the continu- 
ance of the committee’s activities was signed 
by the governor, indicated that the commit- 
tee’s attention would now turn from holding 
companies, to which it has devoted most of 
its time, to the operating companies them- 
selves. The inquiry will center on companies 
in New York city, Long Island, Westchester, 
and Rockland counties and several up-state 
companies. 


North Carolina 


Utility Rates Lowered 


HE North Carolina Gas Company has re- 
duced its charges, effective June Ist, un- 
der an inducement rate schedule in ten mu- 
nicipalities and two rural communities in the 


state, according to Stanley Winborne, the 
present chairman of the state utilities com- 
mission. 

The new rates will be effective in Elizabeth 
City, Henderson, Oxford, Lexington, Reids- 
ville, Erlanger, Thomasville, Leaksville, 
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Spray, Draper, and in rural settlements of 
Rockingham and Davidson counties. 

Chairman Winborne said he had no figures 
as to the amount of saving or the number of 
customers affected by the change. 

In line with the general reductions made 
recently by the Bell system, a reduction in 
station-to-station toll rates of the Southern 
Bell Telephone Company, between the hours 
of 7 and 8:30 p. m., has been announced also 
by Commissioner Winborne. 

The reduction will go into effect June Ist. 

At present, the rate for calls made between 
the two periods of time is less than the day 


rate but is more than the night rate, in effect 
from 8:30 Pp. m. to 4:30 a. m. The change 
will place the night rate in effect at 7 o'clock, 

The reduction was made with the consent 
of the Southern Bell Company and is inter- 
state as well as intrastate in scope. It was 
approved coincidently by the Federal Com- 
munications Commission and the state utili- 
ties commission. 

The Raleigh Gas Company has placed a 
new gas-rate classification into service, which 
it is estimated will save customers using gas 
refrigerators from 25 to 50 per cent per 
month on bills for this service. 


North Dakota 


Orders Utility Rate Probe 


NVESTIGATIONS into eleetric and steam heat 

rates charged by two large public utility 
concerns in 59 cities and smaller communities 
were ordered recently by the board of rail- 
road commissioners. 

Negotiations will be begun at once for 
“reasonable” rates under a new law passed 
by the last legislature, Ben C. Larkin, chair- 
man of the board of commissioners, an- 
nounced. 

Involved in the two orders of the commis- 


sion were the North Dakota Power and Light 
Company, operating in 35 cities and towns of 
the state, and the Northern Power and Light 
Company, operating in 24 cities and towns of 
North Dakota. 

Under the terms of the new act, which 
passed the legislature as Senate Bill No. 217, 
the commission may enter into revaluation 
investigations for the purpose of setting rates, 
upon its own motion. Previously 25 per cent 
of the consumers of the public utility affected 
were required to petition for the revaluation, 
before it could be made. 


Ohio 


Electric Rates Reduced 


EW residential and commercial electric 
light rates, representing reductions of- 
fered by Ohio Edison Company, have been 
approved by the Springfield city commission. 


The new schedules are to be effective as of 
June 12th. 

Five ordinances providing for new rates, a 
new contract for street lighting, a 15-year 
franchise, and sale of street-lighting equip- 
ment to the utility were passed. 


Oklahoma 


Utility Cuts Electric Rates 


IMULTANEOUSLY with announcement of a 
“promotion” reduction in electric rates by 
the Oklahoma Gas and Electric Company, 
Reford Bond, chairman of the corporation 
commission, recently announced the commis- 
sion would push its general investigation of 
light rates after July Ist. j 
The Oklahoma Gas and Electric Company 
made a $50,000 a year voluntary reduction, of 
which about $20,000 affects Oklahoma City 
consumers. 


The reductions apply only to houses with 
seven rooms or more. It was explained they 
were made to promote air conditioning in 
homes. 

The company also adjusted its rate for 
rural subscribers. 

The minimum rural rate of $4.20 a month 
was retained, but the subscriber will be en- 
titled to 42 kilowatts. The reduction will 
amount to $1,200 annually for 1,265 rural 
consumers. Under the agreement, the com- 
pany also will extend its lines one-half in- 
stead of one-fourth mile for a customer. 
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Oregon 


Urges Rural Electrification 


_— to obtain Federal funds for rural 
electrification in Oregon was announced 
by Governor Martin recently. 

The funds will be sought from the Federal 
electrification administration. 


“Prompt action is essential,” Governor 
Martin said, “and I am asking the full co- 
6peration of the citizens of this state. See- 
tions of the state contemplating organization 
of utility districts immediately should place 
their preliminary petitions before the hydro- 
electric commission.” 


Pennsylvania 


Utility Control Bills Pass 


B* a vote of 117 to 73, the house approved 
a bill to give the public service commis- 
sion power of regulation over holding com- 
panies and the right of approval of contracts 
between operating and holding companies. 
The holding-company measure passed with- 


out debate after the house approved 117 to 73 
another administration bill which requires 
Commission approval before any rate increase 
can become effective. The latter bill also puts 
burden of proof for increases on the utilities 
to justify rate increases. 

Both measures are part of Governor 
Earle’s program of stricter regulation. 


South Carolina 


Darby Becomes Commissioner 


CLARENCE Darsy, of Winnsboro, has suc- 
e ceeded J. E. Beamguard, of Clover, as a 
member of the public service commission. 
Darby, who has served for three years as 
reading clerk of the house of representatives, 
defeated Beamguard in the election held by 
the recent legislature. Beamguard was chair- 
man of the commission. 
With the retirement of Beamguard from 


the commission, Ben J. Pearman, of Ander- 
son, vice chairman of the commission, took 
over the duties of chairman, which he will 
perform until such time as the commission is 
reorganized. 

Darby was elected to the commission early 
in the session, but at the request of members 
of the house he continued to serve as read- 
ing clerk until adjournment. Before he was 
reading clerk Darby served as a member of 
the house from Fairfield county. 


Texas 


Colorado Bill Approved 


Ca development of the water re- 
sources of the Colorado river watershed 
by public agencies was foreshadowed recent- 
ly when Governor James V. Allred approved 
a law creating the third of the public authori- 
ties to sponsor the complete program, accord- 
ing to The Austin American. 

The governor approved Senator E. M. 
Davis’ bill, creating the Middle Colorado Au- 
thority, for water control and power develop- 
ment near Brownwood. The boards of Up- 
per Colorado and Lower Colorado authori- 
ties already are functioning. 

The $20,000,000 Lower Colorado River Au- 
thority project was among projects approved 
by President Roosevelt in releasing the first 


billion dollars under the $4,880,000,000 works 
program. 

Work on the old Hamilton dam at Llano, 
renamed the Buchanan dam, is expected to be 
rushed to completion, according to the Asso- 
ciated Press. 

Plans call for construction of power proj- 
ects with the capacity to serve Houston, San 
Antonio, Dallas, Waco, Fort Worth, Austin, 
and many other smaller Texas cities. Bluff- 
ton, 90 miles north of Austin, will be the site 
of the power dam. 

Texas Supreme Court recently upheld 
validity of revenue bonds of Lower Colo- 
rado Authority, to be issued for the $20,000,- 
000 Federal allotment, and overruled objec- 
tions raised by the Public Works Administra- 
tion and numerous attacks on the CRA law 
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made by Clarence A. Wharton, Houston utility 

attorney, according to The Austin American. 

The court granted the mandamus asked by 

the authority directing Attorney General Wil- 

a McCraw to approve the $20,000,000 
s. 


Electric Light Rates Reduced 


Sx ANGELO light and power users received 
reduced rates following the reduction put 


into effect by the West Texas Utilities Com. 
pany after the recent election in which prop- 
erty-owning taxpayers defeated a proposal to 
issue $900,000 in bonds for the construction 
of a municipal plant. The vote was 573 for 
the bonds and 740 against. Company en- 
gineers estimated total rate cuts here in the 
last year at more than 124 per cent. The firm 
had promised the further reduction if the 
bonds were defeated, according to The Dal- 
las Morning News. 


Virginia 


Power Rate Cut Ordered 


Ae of $65,000 in rates of the Old 
Dominion Power Company, serving 
coal companies and domestic consumers in 
southwest Virginia, has been ordered by the 
corporation commission. 


The order closed a case that has been be- 
fore the state agency for nearly three years 
and constituted the first mandatory order by 
the commission for a reduction in rates for 
electric current since it began intensive in- 
— into power rates in the commonwealth 
in 4 


Washington 


Municipal Plants Taxed 


HILE counties, cities, and other govern- 
mental units are exempt from paying the 
sales tax on purchases used in governmental 


* 


activities, the state tax commission has an- 
nounced that purchases used for municipal 
power plants, street railways, water systems, 
or other proprietary activities are subject to 
the new tax. 


West Virginia 


Rural Power Surveyed 


orE than 10,000 miles of suggested pow- 

er line extensions, of which about 2,000 

are believed feasible, have been studied by 

the West Virginia Rural Electrification Sur- 
vey, according to The Charleston Gazette. 

The survey, which covers the entire state, 

is to determine the possibilities of extending 


electric service to farmers and others in rural 
areas not now served by power. It has been 
conducted by the works division of the state 
relief administration. 

How and when the construction of these 
proposed rural power line extensions will be 
started, it is said, depends upon plans effected 
by the National Rural Electrification Ad- 
ministration. 


> 
Wyoming 


Electrification Loans Likely 


ooo for approval of PWA loan ap- 
plications for electric projects in Wyom- 
ing were viewed as somewhat brighter as a 
result of the creation in Washington of a 
“Rural Electrification Administration,” accord- 
ing to The Denver Post. 

At the office of the PWA engineer for 
Wyoming, applications have been on file for 


some time for loans and grants for electric 
projects which total nearly nine and one-half 
million dollars. 

These are exclusive of a project for com- 
pleting and electrifying the Wyoming-Mon- 
tana Railroad from Craig, Colo., to a point in 
Canada, at an estimated cost of around eighty 
million dollars, which would include the elec- 
trification of farm communities along the 
route of the proposed road. 
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The Latest Utility Rulings 





Supreme Court Disapproves Use of Commodity Price 
Index in Valuation 


HE Supreme Court, by a 6 to 3 de- 
‘tone has upheld the ruling of a 
Federal 3-judge court that telephone 
rates fixed by the Maryland commission 
were confiscatory. The court held, how- 
ever, that the lower Federal tribunal 
did not have power to substitute rates, 
but that the proceeding should be remit- 
ted to the commission. 

The outstanding feature of this deci- 
sion is the ruling on index prices as a 
measure of the rate base. The commis- 
sion in an extensive opinion [1 P.U.R. 
(N.S.) 346] discussed the changing lev- 
els of prices and applied price indices to 
an earlier valuation for the purpose of 
computing the present rate base. Both 
the lower Federal court and the Su- 
preme Court disapproved the method 
followed. Mr. Justice Roberts, deliver- 
ing the opinion for the Court, said that 
“this method is inappropriate for ob- 
taining the value of a going telephone 
plant.” He continued : 


An obvious objection is that the indices 
which are the basis were not prepared as an 
aid to the appraisal of property. They were 
intended merely to indicate price trends. 

The established principle is that as the 
due process clauses safeguard private prop- 
erty against a taking for public use without 
just compensation, neither nation nor state 
may require the use of privately owned 
property without just compensation. When 
the property itself is taken by the exertion 
of the power of eminent domain, just com- 
pensation is its value at the time of the 
taking. 

So, where by legislation prescribing rates 
or charges the use of the property is taken, 
just compensation assured by these consti- 
tutional provisions is a reasonable rate of 
return upon that value. 


The dissenting judges expressed the 
opinion that present fair value at best 
is but an estimate and that historical 
cost appropriately adjusted by reason- 
able recognition of price trends “appears 
to be quite as common sense a method 
of arrival at a present theoretical value 
as any other.” Chesapeake & Potomac 
Telephone Co. v. West. 


@ 


Commission Cannot Order Company to Cease 
Competition with City Plant 


B fen supreme court of Missouri has 
sustained a ruling by the state com- 
mission that the commission has no au- 
thority to determine that there no long- 
er exists any public necessity for the 
continuance of the business of an elec- 
trical corporation in a certain city or 
area or to order it against its wishes 
to cease and desist from its operation. 
This matter came to the state supreme 
court after the city of Sikeston had pe- 
titioned the commission for an order 
declaring that public necessity no longer 
existed for the maintenance of an elec- 


tric light and power distribution system 
by the Missouri Utilities Company in 
the city of Sikeston by reason of the 
existence of a municipally operated elec- 
tric plant. 

The company, with the approval of 
the commission, had acquired the local 
properties of the Sikeston Electric Light 
Company, which had operated under a 
franchise until its expiration. There- 
after the company had continued to 
operate and had paid all taxes, includ- 
ing an annual city license tax. New 
securities had been issued and improve- 
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ments had been made to the system. In 
an earlier case the supreme court had 
ruled that the city was estopped to main- 
tain a suit ousting the company for 
lack of a franchise. 

The city after expiration of the fran- 
chise had constructed a plant and com- 
menced operation in competition with 
the private company. Evidence was 
conflicting as to the ability of the mu- 
nicipality to furnish sufficient service to 
accommodate the needs of electric users, 
and a petition had been filed with the 
commission signed by 750 people asking 
that it refuse to take any action that 
would deny to the public the rights en- 
joyed to buy electric service from the 
Missouri Utilities Company. The court, 
in sustaining the commission decision, 
said : 

The question of whether regulated monop- 
oly or regulated competition will best serve 


the public convenience and necessity in a 
particular area at any time is for the com- 


mission to decide, subject to the qualification 
that the commission must not act arbitrarily 
or unreasonably, which matter is reserved to 
be passed upon by the courts. (State ex 
rel. Electric Co. v. Atkinson, 275 Mo. 325, 
204 S. W. 897.) But, as the commission 
holds, no provision was or ever has been 
made by the legislature for the commission 
to eliminate competition between private 
companies already in existence and doing 
business in the same territory, at the time 
the “Public Service Commission Law” was 
passed, except to permit one company to 
buy the capital stock, franchises, and prop- 
erty of another. (Sections 5194-5195, R. S. 
1929.) Nor is there any provision to pre- 
vent or eliminate competition between such 
companies and cities, which were engaged 
in or might enter the electric light and 
power business. . . . A city’s entrance 
in the field neither adds to nor takes away 
from the commission’s authority over pri- 
vate companies. The city has the right to 
compete, but by engaging in the business, 
it does not automatically terminate the 
rights of others to be there. 


State ex rel. Sikeston v. Missouri Public 
Service Commission. 


e 


Investigation Costs May Be Assessed against Utility 


When Based on 


Tt appellate division of the New 
York supreme court has annulled 
orders of the commission assessing the 
costs of an investigation against a pub- 
lic utility company, but the constitu- 
tionality of the statute under which the 
commission acted was sustained. 

It was contended that the statute was 
unconstitutional because it attempted to 
delegate legislative power to the com- 
mission in that it failed to provide 
proper legislative standards to guide 
the commission in determining when 
and under what circumstances a utility 
should be assessed and what costs and 
expenses should be so assessed. 

The court ruled that the statute de- 
clared the law and fixed sufficiently defi- 
nite standards to guide the commission 
in its administration. It was pointed 
out that the statute fixed the rule of 
necessity, necessity in order to carry out 
the commission’s statutory duties. It 
had formerly been held that the grant- 


Proper Findings 


ing by the legislature to the commission 
of power to determine reasonable rates 
was not an invalid delegation of legis- 
lative authority where the standard set 
was the rule of reason. The court saw 
no difference in the principle between a 
delegation of the power to determine 
what is reasonable and a similar grant 
to determine what is necessary. If dif- 
ference there be, said the court, it is 
in favor of the latter. “Necessary” is 
a less elastic and narrower term than 
“reasonable.” As to the apportionment 
of the expense, it was said, the statute 
sets up the rule of reason, which is suffi- 
cient. 

The court held that the procedure fol- 
lowed by the commission, however, was 
not in accord with the terms of the stat- 
ute, since the record was devoid of any 
facts upon which the commission based 
any of its orders, either as to the neces- 
sity of the investigation and valuation 
or as to the atributable cost. The com- 
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plete absence of the basic or essential 
findings required to support the order 
rendered it void. It failed to make a 
proper finding of necessity based upon 
suficient proof. It failed to give the 


company sufficient opportunity to be 
heard as to the necessity of the investi- 
gation and valuation of the apportion- 
ment. Kings County Lighting Co. v. 
Maltbie et al. 


e 


Georgia Commission Not Authorized to Regulate 
Rates of City Plant 


Be supreme court of Georgia has 
upheld an injunction granted 
against the Public Service Commission 
on petition by the city of Albany, which 
objected to an attempt by the commis- 
sion to regulate municipal plant opera- 
tion. 

The court held that the municipality 
did not become in any sense a public 
utility by. reason of the fact that it 
was empowered to operate and did op- 
erate an electric light and water plant. 


The Georgia court took the position 
that, regardless of the rule in other 
jurisdictions, in that state a municipal 
corporation may be authorized to carry 
on certain businesses which may be to 
the advantage of the taxpayers and to 
prevent extortion being perpetrated up- 
on the citizens of the municipality with- 
out divesting itself of its governmental 
characteristics. Georgia Public Service 
Commission et al. v. Albany et al. 179 
S. E. 369. 


e 


State Can Recognize “Good Faith Operation” in 
Granting or Denying Certificate 


ae clause contained in most 
of the statutes providing for cer- 
tificates of convenience and necessity 
allows the continuance of operations be- 
gun and carried on in good faith prior 
to the effective date of the statute, or 
some specified date, by either exempt- 
ing such operations from the scope of 
the law or by providing that a certificate 
shall be granted as a matter of right. 
The Maine statute, which provides that 
such certificate shall be granted as a 
matter of right, has been sustained in 
a decision by the Supreme Court of the 
United States. 

The contention was made by an ap- 
plicant for operating authority that his 
constitutional rights were invaded by 
reason of the commission’s denial of a 


certificate covering operations beyond 
those which he had conducted in good 
faith prior to the specified date. The 
Supreme Court, in overruling his con- 
tention, said: 


In the exercise of this power the legis- 
lature could determine, within reason, as 
of what period the service of carriers for 
hire over its highways did not impair their 
use or cause congestion, and require cer- 
tificates for those seeking to supply addi- 
tional transportation for a later period. The 
selection of any date would necessarily 
establish a distinction between service im- 
mediately before and after, but that, like 
similar selections of distances, weights and 
sizes, would not of itself prove that the 
choice is beyond the range of legislative 
authority. 


Stanley v. Public Utilities Commission 
of Maine. 


4 
Theoretical Taxes Not Allowed 


HE Missouri commission in fixing 
rates of a telephone exchange re- 


fused to allow for income taxes which 
might have been paid if the exchange 
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had been independently owned and op- 
erated and earned the same amount of 
profits as under the present ownership. 
Taxes had not in fact been paid because 
some of the other exchanges were un- 
profitable. The commission, in its re- 
port, said: 


We do not believe it proper to allow items 
of expense which are not actually incurred 
merely because they might be theoreti j 
sustained if conditions were different than 
those actually existing. 


City of Butler v. United Telephone Co, i 
(Case No. 8412). 


= 


Colorado Commission Prescribes Rates for 
Private Motor Carriers 


HE Colorado legislature has forbid- 

den discrimination and unfair com- 
petition by private carriers and has au- 
thorized the commission to prescribe 
minimum charges where private carriers 
compete with duly authorized motor ve- 
hicle common carriers. 

The commission has undertaken an 
investigation of rates in order to pre- 
scribe uniform tariffs for motor car- 
riers. Since motor vehicle common car- 
riers have on file with the commission 


tariffs showing rates, fares, rules and 

regulations, the commission is of the 
opinion that these schedules should be 
prescribed as the minimum rates and 
charges to be assessed and collected by | 
private carriers wherever their opera-_ 
tions are in competition with motor ve- | 
hicle common carriers, until a different 
schedule is prescribed by the commis- ” 
sion upon final determination. Re Gen- 
eral Investigation of Freight Rates 
(Case No. 1585, Decision No. 6432). | 


e 


Other Important Rulings 


HE Kentucky Court of Appeals 

held that where a municipality did 
not have the right, either statutory or 
inherent, to extend its waterwork’s facil- 
ities beyond its corporate limits, a cer- 
tificate of the public service commission 
could not vest it with such a right. 
Smith v. City of Raceland et al. 80 
S. W. (2d) 827. 


The Pennsylvania commission dis- 
missed a complaint for reparation based 
upon the difference between the rates 
applied for service to an electric cus- 
tomer and the rates which would have 
accrued under a different rate classifica- 
tion. The commission stated that a 
utility has the duty to make proper 
classifications of its service and to pre- 
scribe rates accordingly, but having 
done this and having made all proper 
information available to its patrons, its 


obligations have been met. Powell v. 
Duquesne Light Co. (Complaint Docket” 
No. 10584). 


The Supreme Court of Louisiana held 
that the state commission, notwithstand- 
ing its constitutional and statutory pow- 
er to award reparation for overcharges” 
by common carriers, has no power to/ 
award reparation for an alleged over-— 
charge by an electric utility. Morrison ™ 
Cafeteria of Louisiana, Inc. v. Louisi-" 
ana Public Service Commission et al. 
160 So. 634. 


The New Jersey Commission in re-~ 
ducing electric rates ordered the util- 
ity “to modernize its rate schedules” 7 
by eliminating the room-area basis of” 
charge except where its application | 
would be favorable to the consumer.” 
Schultz v. Jersey Central Power o 
Light Co. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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ments of their company. That is 
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why so many choose Cities Ser- 
vice lubricants to assist them in 
eliminating unnecessary waste 
and in cutting down operating 


costs. 


Cities Service lubricants in ac- 
tual service have proved their 
ability to cut down power losses 
due to excessive friction; to con- 
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sume slowly; to give protec- 


tion against unnecessary 
breakdowns and _ replace- 
ment costs; and to keep ma- 
chinery moving smoothly, quietly, 
powerfully, without needless in- 


terruptions. 


Cities Service petroleum prod- 
ucts are backed by an organiza- 
tion whose experts have the 


benefit of 72 years of practical 


lubrication experience. One of 
these experts will be glad to dis- 
cuss your lubrication problems 
with you. 
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